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JURISDICTION. 


This is an appeal from an order of the District Court 
dening motions to dismiss the complaint in this case 
on the ground that the District Court does not have 


jurisdiction. In making the order denying the motions 
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to dismiss, the District Court certified in writing and 
in the order that the order involves a controlling ques- 
tion of law as to which there is substantial ground for 
difference of opinion and that an immediate appeal 
from the order may materially advance the ultimate 
termination of this litigation. Within ten days appel- 
lants applied to this Court for leave to appeal from the 


District Court’s order, and leave to appeal was granted. 


This Court has jurisdiction to entertain this appeal 
from the District Court’s order under 28 USCA 1292- 
(b), which provides as follows: 

“(b) When a district judge, in making in a civil 
action an order not otherwise appealable under this 
section, shall be of the opinion that such order in- 
volves a controlling question of law as to which 
there is substantial ground for difference of opin- 
ion and that an immediate appeal from the order 
may materially advance the ultimate termination of 
the litigation, he shall so state in writing in such 
order. The Court of Appeals may thereupon, in 
its discretion, permit an appeal to be taken from 
such order, if application is made to it within ten 
days after the entry of the order: Provided, 
however, That application for an appeal hereunder 
shall not stay proceedings in the District Court 
unless the district judge or the Court of Appeals 
or a judge thereof shall so order.” 


This Court has stayed the trial and pre-trial of the 


action pending disposition of this appeal. 
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Ite 
STATEMENT OF THE CASE. 


This is an action to judicially foreclose deeds of trust 
on real property located in Orange County, California. 
The deeds of trust in question were given to the Long 
Beach Federal Savings & Loan Association (hereinafter 
“Long Beach Federal”) to secure loans made by Long 
Beach Federal to some of the appellants herein. Prior to 
commencement of this action, the deeds of trust and the 
notes which they secure were assigned by Long Beach 
Federal to the appellee, Federal Savings & Loan Insur- 
ance Corporation (hereinafter ‘the Corporation’’). 


The complaint contains 467 causes of action. The 
first 461 causes of action are substantially similar. Each 
of them alleges that one of the appellants is indebted on 
a promissory note given to Long Beach Federal and 
assigned to the Corporation. It is alleged that each note 
is secured by an “individual” deed of trust on a particu- 
lar parcel of real property, and also by another “blan- 
ket” deed of trust covering all of the property in the 
subdivision. It is further alleged that each of the appel- 
lants is the alter ego of the maker of the note and that 
a deficiency judgment should be entered against all of 
the appellants. [See, e.g., Clk. Tr., pp. 5-22, First Cause 
of Action.] The other defendants named in the com- 
plaint are apparently persons having some junior inter- 
est in the property which is sought to be foreclosed. 


The remaining causes of action are ancillary to the 
foreclosure allegations. Cause of action 462 alleges that 
each of the trust deeds provides that in the event of de- 
fault the beneficiary may enter the property and collect 
rents. [Clk. Tr., pp. 926-928.] Cause of action 463 al- 
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leges that each of the trust deeds contains an assign- 
ment of rents. [Clk. Tr., p. 928.] Cause of action 464 
alleges that all of the notes and individual trust deeds 
are held in escrow together with certain loan proceeds, 
and a declaration of the rights of the parties to the 
ecrow is sought. [Cik. Tr., pp. 929-931.|] Cause of ac- 
tion 465 alleges that the Corporation is entitled to the 
notes, trust deeds and funds in escrow pursuant to cer- 
tain “general pledge agreements” given to Long Beach 
Federal and assigned to the Corporation. [Clk. Tr., pp. 
931-933.] Cause of action 466 alleges that appellant 
Fullerton Country Club promised to give a chattel mort- 
gage on the assets of the Country Club. [Clk. Tr., pp. 
933-934. ] Cause of action 467 seeks an accounting, pur- 
suant to the assignments of rents and general pledge 
agreements, of rents and other monies collected by the 
appellants from leases and conditional sales contracts. 


[Clk. Tr., pp. 934-935. | 


The complaint alleges the following bases of federal 
jurisdiction: 

12 USCA 1725, which authorizes the Federal Sav- 
ings & Loan Insurance Corporation to ‘‘sue and be sued, 
complain and defend, in any court of competent juris- 
diction /Clle Ui p,., lines 9 -lss| 

28 USCA 1345, which provides that 


“the district courts shall have original jurisdiction 
of all civil actions, suits or proceedings com- 
menced by the United States, or by any agency or 
officer thereof expressly authorized to sue by Act 
of Congress.” [Clk. Tr., p. 5, lines 14-22. ] 
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28 USCA 1444, which permits the United States to 
remove an action to the federal court when it is sought 
fomtoreciose; a tederaltax lien. (Clk. Fr, p. 5, lines 
23-29. | 

Each of the appellants herein moved to dismiss the 
complaint on the ground that the District Court does 
not have jurisdiction. [Clk. Tr., pp. 1184-1185, 1212- 
1213.] All possible questions of jurisdiction were fully 
briefed in the District Court. [Clk. Tr., pp. 1186-1210, 
1214-1227, 1228-1235, 1237-1239.] The Corporation 
conceded that there is no federal question involved [Ctk. 
Tr., p. 1233, lines 20-21], and stated that its sole claim 
of jurisdiction is that it is an “agency” of the United 
States within the meaning of 28 USCA 1345. [Clk. 
Tr., p. 1229, lines 7-17.] Whether the Corporation is an 
“agency” within the meaning of 28 USCA 1345 de- 
pends upon whether it is an agency as defined in 28 
USCA 451. Section 451 provides that “agency” in- 
cludes any corporation in which the United States has a 
proprietary interest. It was established by answers to 
written interrogatories and responses to requests for 
admissions that none of the capital stock of the Corpo- 
ration is owned by the United States government. [ Clk. 
Tr., pp. 1240-1247. | 


The District Court nevertheless held, in effect, that 
the Corporation is an “agency” of the United States 
within the meaning of 28 USCA 1345 by denying the 
motions to dismiss. [Clk. Tr., pp. 1248-1249.] The 
order was certified for interlocutory appeal. [Clk. Tr., 
p. 1249, lines 8-12.] Leave to appeal was granted, and 
ficeappeal followed. ['Cik. Tr.. pp. 1251-1252, 1261- 
1262. ] 
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SPECIFICATION OF ERROR. 


The District Court erred by its order made on Janu- 
ary 14, 1966, denying the motion of appellants herein 
to dismiss this action, and in holding and deciding that 
the District Court has jurisdiction of this action. 


IV. 
SUMMARY OF ARGUMENT. 


The Federal Savings & Loan Insurance Corporation 
is not an agency of the United States within the mean- 
ing of 28 USCA 1345. The Corporation is an agency 
for some purposes. But the term “agency”, as used in 
28 USCA 1345 for jurisdictional purposes, is limited to 
the definition of the word as set forth in 28 USCA 451. 
Section 451 provides that corporations are agencies only 
if the United States has a proprietary interest. The 
United States does not have a proprietary interest in 
the Federal Savings & Loan Insurance Corporation be- 
cause it does not own any of its capital stock. The Con- 
gressional intent not to include all government-con- 
trolled, as distinguished from government-owned, cor- 
porations in 28 USCA 1345 is evidenced by other stat- 
utes expressly providing that there is jurisdiction of 
suits brought by certain corporations. There is no such 
express grant of jurisdiction for the Federal Savings 
& Loan Insurance Corporation. A bill has recently been 
introduced which will expressly provide for federal ju- 
risdiction of suits brought by the Corporation. But as 
the law now stands there is no jurisdiction. 


There is no other basis for federal jurisdiction over 
this lawsuit. There is no federal question involved. This 
is an action to foreclose trust deeds on real property. 


apa. 


The questions involved relate solely to state law, and 
such actions are customarily brought in the courts of 
the states where the real property is located. The lan- 
guage of 12 USCA 1725 authorizing the Corporation to 
sue in “any court of competent jurisdiction” has uni- 
formly been held not to be a grant of federal jurisdic- 
tion. These words mean only what they say. The Cor- 
poration is authorized to sue, but the court in which it 
sues must otherwise be a court of competent jurisdic- 
tion. 28 USCA 1444, which permits the United States 
to remove an action to the federal court when it is 
sought to foreclose a federal tax lien, has also been held 
not to be a grant of jurisdiction. The sole function of 
this statute is to permit the United States to remove a 
case. 
V. 
ARGUMENT. 


A. The Federal Savings & Loan Insurance Corpo- 
ration Is Not an Agency of the United States 
Within the Meaning of 28 USCA 1345. 


The controlling question in this case is whether the 
Federal Savings & Loan Insurance Corporation is an 
“agency of the United States” within the meaning of 
28 USCA 1345." Section 1345 provides as follows: 

“Except as otherwise provided by Act of Con- 
gress, the District Courts shall have original juris- 
diction of all civil actions, suits or proceedings com- 
menced by the United States, or by any agency or 
officer thereof expressly authorized to sue by Act 
of Congress.” 


1The Corporation has conceded in the District Court that the 
only basis of jurisdiction on which it relies is 28 USCA 1345, on 
the theory that it is an agency of the United States. Neverthe- 
less, for the sake of completeness, we will hereafter show that 
there is also no other possible basis of jurisdiction. 
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The Corporation claims that it is an agency for ju- 
risdictional purposes because certain other statutes de- 
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clare that it is an “agency” or “instrumentality” of the 
United States or that it is a “wholly-owned government 
corporation”. 12 USCA 1437(b) provides that the 
Home Loan Bank Board “shall be an independent agen- 
cy (including the Federal Savings & Loan Insurance 
Corporation) in the executive branch of the Govern- 
ment”. 12 USCA 1725(c) provides that the eden 
Savings & Loan Insurance Corporation “shall be an in- 
strumentality of the United States”. 31 USCA 846 
provides that ‘‘as used in this chapter the term ‘wholly- 
owned Government corporation’ means” the Federal 
Savings & Loan Insurance Corporation and forty other 
corporations therein listed. 


None of these statutes purports to define the term 
“agency of the United States” as that term is used in 
28 USCA 1345. The definition of this term as used in 
Title 28 is found in 28 USCA 451. Section 451 pro- 
vides as follows in respect of federal corporations: 

“As used in this Titie ... The term ageme 
includes any department, independent establish- 
ment, commission, administration, authority, board 
or bureau of the United States or any corporation 
in which the United States has a proprietary inter- 
est, unless the context shows that such term was 
intended to be used in a more limited sense.” (Em- 
phasis added. ) 


28 USCA 1345, upon which the Corporation relies, 
is of course, a part of Title 28. The word “agency”, as 
used in 28 USCA 1345, is restricted to the definition 
of that term as set forth in 28 USCA 451. Section 451 
does not say that all government corporations which 
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are “agencies of the United States” are agencies for 
the purposes of jurisdiction. To the contrary, the mean- 
ing of the statute is that government corporations are 
not agencies for purposes of jurisdiction unless the gov- 
ernment has a proprietary interest in the corporation. 
All corporations which perform functions designated by 
the Congress are not included within the “agency” def- 
inition. The statute limits the term “agency” to “any 
corporation in which the United States has a proprie- 
tany iiterest 


What is the meaning of the words “proprietary in- 
terest”? The term “proprietary” is synonymous with the 
word “ownership”. This is the meaning of the word ac- 
cording to the dictionary. For example, Webster’s Third 
New International Dictionary says that a proprietary 
interest means: “Held as the property of a private 
owner”. This is also the legal meaning. The interest of 
a proprietor is that of an owner. (Colbert v. Ricker 
(1943), 314 Mass. 138, 140 [49 N.E. 2d 459].) It has 
been specifically held that a “proprietary interest” in a 
corporation means ownership of stock in the corpora- 
tion. (Rotenberg v. Sheehan (D.C. E.D. Mo. 1943), 
48 F. Supp. 584, 586; Select Theatres Corp. v. Johnson 
@bee-s DN.Y. 1950), 145: F. Supp. 583) 592.) 


How much stock must the government own in a cor- 
poration to have a proprietary interest? Any minority 
shareholder has such an interest. The statute might, if 
read alone, be interpreted to include as an agency of 
government a corporation in which the United States 
has a small amount of stock, perhaps one share, or it 
might be interpreted to include only a corporation whose 
stock was wholly-owned by the government. Read alone, 
the statute is ambiguous. When read with 28 USCA 
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1349, the meaning of Section 451 is clear. Section 1349 
provides: 

“The District Courts shall not have jurisdiction 
of any civil action by or against any corporation 
on the ground that it was incorporated by or under 
an Act of Congress, unless the United States is the 
owner of more than one-half of its capital stock.” 


The amount or degree of the government’s proprie- 
tary interest is not necessary to determine in this case. 
It is an admitted fact that the United States does not 
own ay of the stock of the Federal Savings & Loan 
Insurance Corporation. That being the fact, the gov- 
ernment has zo proprietary interest in the Corporation, 
and the Corporation is not an agency of the United 
States for jurisdictional purposes. 


The express statutory grants of federal jurisdiction 
for other government corporations demonstrate further 
the Congressional intent that all government corpora- 
tions are not to be considered “agencies” for jurisdic- 
tional purposes even though they are otherwise agen- 
cies of government. Congress has specifically conferred 
federal jurisdiction on suits brought by certain federal 
corporations, but has declined to do so in the case of 
others. Federal Savings & Loan Insurance Corporation 
is in the latter class. 12 USCA 1725, which is the stat- 
ute setting forth the corporate powers of Federal Sav- 
ings & Loan Insurance Corporation, provides that it may 
sue and be sued in “any court of competent jurisdic- 
tion.” This type of language does not confer federal 
jurisdiction. (Blackburn v. Portland Gold Mining Co. 
(1900), 175 U.S. 571, 578-579 [20 S. Ct. 222qcsae 
Ed. 276]; Shoshone Mining Co. v. Rutter (1900), 177 
U.S. 505, 506-507 [20 S. Ct. 726, 44 L. Ed cGaieeee. 
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Lamar’s Nevada Gold Mimng Co. v. Nesbitt (1900), 
W752), 520-528 | 20 59Ct. 715, 44 L. Ed. 872],.) 


By contrast, the powers of the Commodity Credit 
Corporation are set forth in J5 USCA 714b. In 15 
USCA 714 the Commodity Credit Corporation is de- 
clared to be an “agency and instrumentality of the 
United States”. 15 USCA 714b(c) specifically provides 
for federal jurisdiction of suits by the Commodity 
Credit Corporation: 

Whe District Courts or the Winited States) in- 
cluding the District Courts of any Territory or pos- 
session, shall have exclusive original jurisdiction, 
without regard to the amount in controversy, of all 
suits brought by or against the Corporation .. .” 


There are similar grants of federal jurisdiction for 
other government corporations. See, for example: 7 
USCA 1503 and 1506(d), which provide that the Fed- 
eral Crop Insurance Corporation is an “agency of the 
United States”, and that “jurisdiction is conferred 
upon such District Court to determine such controver- 
sies without regard to the amount in controversy .. .” 
See also: 12 USCA 1819 which provides, with re- 
spect to the Federal Deposit Insurance Corporation, that 
“all suits of a civil nature at common law or in equity 
to which the Corporation shall be a party shall be 
deemed to arise under the laws of the United States 

A comparison between these statutes defining the 
powers of federal corporations to sue and be sued illus- 
trates the point that Congress did not intend to confer 
federal jurisdiction on all suits brought by all govern- 
ment corporations. In some cases (including Federal 
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Savings & Loan Insurance Corporation) Congress has 
used general language which is well understood not to 
constitute a grant of federal jurisdiction. In others the 
statutes have been carefully drafted to say that the 
United States District Courts will have jurisdiction. All 
of this legislation would be meaningless if 28 USCA 
1345 were construed to mean that all governmental cor- 
porations may sue in the federal courts in all case merely 
because they are government agencies. Congress avoid- 
ed that result when it provided in 28 USCA 451 that the 
corporate agencies of the United States are not agen- 
cies for jurisdictional purposes unless the government 
actually has a proprietary interest. 


It may well be that in the future the federal courts 
will have jurisdiction of all suits brought by the Fed- 
eral Savings & Loan Insurance Corporation. On March 
29, 1966, a bill was submitted to the Speaker of the 
House of Representatives by the Department of the 
Treasury, the Federal Reserve Board, the Federal Home 
Loan Bank Board and the Federal Deposit Insurance 
Corporation. A copy of this bill is attached to this brief 
as an appendix. The bill proposes to amend Section 407 
of the National Housing Act (12 USCA 1730) by add- 
ing subsection (k)(1) to read as follows: 

“(k) Jurisdiction and enforcement—(1) Not- 
withstanding any other provision of law, (A) the 
Corporation shall be deemed to be an agency of 
the United States within the meaning of section 
451 of Title 28 of the United States Code; (B) 
any civil action, suit, or proceeding to which the 
Corporation shall be a party shall be deemed to 
arise under the laws of the United States, and the 
United States District Courts shall have original 


jurisdiction thereof, without regard to the amount 
in controversy; and (C) the Corporation may, 
without bond or security, remove any such action, 
suit, or proceeding from a State court to the 
United States District Court for the district and 
division embracing the place where the same is 
pending by following any procedure for removal 
now or hereafter in effect: Provided, That any 
action, suit, or proceeding to which the Corporation 
is a party in its capacity as conservator, receiver, 
or other legal custodian of an insured State-char- 
tered institution and which involves only the rights 
or obligations of investors, creditors, stockholders, 
and such institution under State law shall not be 
deemed to arise under the laws of the United 
States. No attachment or execution shall be issued 
against the Corporation or its property before final 
judgment in any action, suit or proceeding in any 
court of any State or of the United States or any 
fermitery, OF any other court. [Appendix, p. 22, 
linewts, top. 23, line 4] 


“The Corporation” referred to in the proposed 
amendment to 12 USCA 1730 is the Federal Savings & 
Loan Insurance Corporation. (See: 12 USCA 1725- 
(a).) If this bill is introduced and passes, the federal 
courts will then have jurisdiction of suits brought by 
the Corporation. But at the present time there is no fed- 
eral jurisdiction. Congress has not seen fit to conver 
federal jurisdiction on all suits brought by all govern- 
ment corporations. The government must either own 
over one-half of the stock in the corporation (28 
USCA 451, 1345, 1349); or there must be a special 
statute granting jurisdiction. Neither requirement is 


Si 


met in this case. The United States does not own any 
of the stock in the Federal Savings & Loan Insurance 
Corporation, and although an appropriate amendment to 
the law has been proposed, there is presently no special 
grant of jurisdiction. 


B. There Is No Other Basis of Federal Jurisdiction. 


1. Federal Incorporation Is Not a Basis of 
Federal Jurisdiction. 

The Federal Savings & Loan Insurance Corporation 
is a corporation created by Act of Congress. (12 USCA 
1725, subd. (a).) This fact is not a basis of jurisdic- 
tion. Federal jurisdiction depends upon whether the 
United States government owns the capital stock of the 
corporation. At one time it was the rule that the United 
States District Courts had jurisdiction of all suits 
brought by federally-created corporations. The theory 
was that, since the corporation was created by a statute 
of the United States, a federal question was involved 
for that reason. (Osborn v. Bank of the United States 
(1894), 9 Wheat. 738 [6 L. Ed. 204].) This rule has 
been changed by statute. 28 USCA 1349 now provides 
that the United States District Courts do not have ju- 
risdiction unless the United States government owns 
more than one-half of the capital stock of the corpora- 
tion. 

“28 USCA 1349. Corporation organized under 
federal law as party. 


“The District Courts shall not have jurisdiction 
of any civil action by or against any corporation 
on the ground that it was incorporated by or under 
an act of Congress, unless the United States is the 
owner of more than one-half of its capital stock.” 
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This statute is so clear that there is no room for con- 
struction. Nevertheless, in one case it was contended 
that the statute does not mean what it says. But of 
course, the court held that the language is unambigu- 
ous and must be followed. Marks v. R. F. C. (4th Cir. 
1942), 129 F. 2d 759 at 760: 


“We cannot follow the argument of Marks that 
Congress could not have meant that the jurisdic- 
tion of the District Court attaches when the United 
States owns 51 percent of the stock of the corpora- 
tion and does not attach when the United States 
owns only 49 percent of the corporate stock. Con- 
gress said just this in very clear language and we 
nust give effect to this language. The wisdom of 
the result thereby reached 1s for Congress and not 
for the courts.” (Emphasis added. ) 


2. There Is No Federal Question Involved. 


Because of 28 USCA 1349, the United States Dis- 
trict Courts do not have jurisdiction of suits brought 
by government corporations unless the government owns 
at least one-half of the stock. The only exception that 
has ever been recognized is when the nature of the case 
is such that it otherwise involves a federal question. 
Federal Savings & Loan Insurance Corporation v. 
Third National Bank (D.C. M.D. Tenn. 1945), 60 F. 
Supp. 110, was a suit brought by the Federal Savings & 
Loan Insurance Corporation. It was dismissed for lack 
of jurisdiction because the stock of the Federal Savings 
& Loan Insurance Corporation was then owned by the 
Home Owners Loan Corporation. The Home Owners 
Loan Corporation was a federal corporation whose stock 
was owned by the government, but the government did 
not own the stock of the Federal Savings & Loan In- 
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surance Corporation. On appeal, the judgment of dis- 
missal was reversed because there was a federal question 
otherwise involved. The cause of action alleged in the 
complaint was based on certain acts of fraud and mis- 
representation, which would constitute a violation of the 
National Housing Act, a federal statute. The court held 
that because of this federal question, there was juris- 
diction. (Federal Savings & Loan Ins. Corp. v. Third 
National Bank (6th Cir. 1946), 153 F. 2d 678, at 
680. )? 


To involve a federal question, the result of the law- 
suit must depend upon the validity, construction or ef- 
fect of a federal law. In Gully v. First National Bank 
(1936), 229 U.S. 109, 112-114, 57 S. Ct. 96, Seek 
70, Justice Cardozo summarized the ‘federal question” 
concept as follows: 

“How and when a case arises ‘under the Con- 
stitution or laws of the United States’ has been 
much considered in the books. Some tests are well 
established. To bring a case within the statute, a 
right or immunity created by the Constitution or 
laws of the United States must be an element, and 
an essential one, of the plaintiff’s cause of action. 
... The right or immunity must be such that it 
will be supported if the Constitution or laws of the 
United States are given one construction or effect, 
and defeated if they receive another. ... A genuine 
and present controversy, not merely a possible or 


2The stock of Federal Savings & Loan Insurance Corporation 
is no longer owned by the Home Owners Loan Corporation. 
Prior to the commencement of this action, the Home Owners Loan 
Corporation was dissolved and the stock of Federal Savings & 
Loan Insurance Corporation was retired. [Clk. Tr.. p. 1240, line 
27, p. 1241, line 17.] 
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conjectural one, must exist with reference thereto 
..., and the controversy must be disclosed upon the 
face of the complaint, unaided by the answer or 
by the petition for removal. . . . Indeed, the com- 
plaint itself will not avail as a basis of jurisdiction 
in so far as it goes beyond a statement of the 
plaintiff’s cause of action and anticipates or replies 
to a probable defense... . 

“Looking backward we can see that the early 
cases were less exacting than the recent ones in re- 
spect of some of these conditions. If a federal right 
was pleaded, the question was not always asked 
whether it was likely to be disputed. This is seen 
particularly in suits by or against a corporation de- 
riving its charter from an act of Congress... . 
Modern statutes have greatly diminished the im- 
portance of those decisions by narrowing their 
scope. .. . Federal incorporation is now abolished 
as a ground of federal jurisdiction except where 
the United States holds more than one-half of the 
stock. . . . Partly under the influence of statutes 
disclosing a new legislative policy, partly under the 
influence of more liberal decisions, the probable 
course of the trial, the real substance of the con- 
troversy, has taken on a new significance. ‘A suit 
to enforce a right which takes its origin in the 
laws of the United States is not necessarily, or for 
that reason alone, one arising under those laws, 
for a suit does not so arise unless it really and sub- 
stantially involves a dispute or controversy respect- 
ing the validity, construction or effect of such a 
law, upon the determination of which the result de- 
pends.’ ” (Citations omitted. ) 
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In the case now under consideration there is no fed- 
eral law involved in any way. This is a suit to foreclose 
trust deeds on real property in the State of California. 
The only law involved is that of the State of California. 
If there is a federal question in this case for purposes 
of jurisdiction, then any suit to foreclose a trust deed 
could be brought in a federal court. This, of course, is 
not the law. All of the notes and trust deeds in litiga- 
tion in this case were acquired by assignment from the 
Long Beach Federal Savings and Loan Association. If 
the Long Beach Federal Savings and Loan Association 
had brought suit, no one would argue that the federal 
court would have jurisdiction. The only fact that has 
occurred which changes the situation in any way is that 
the notes and trust deeds have been assigned to the 
Federal Savings & Loan Insurance Corporation. But, as 
we have shown, this fact that the Federal Savings & 
Loan Insurance Corporation is the plaintiff is not a 
basis of federal jurisdiction unless the United States 
government owns over one-half of its capital stock. 


3. None of the Statutes Alleged in the Complaint Confers 
Federal Jurisdiction. 


12 USCA 1725. Selk. Tr., p. 3, lines Oia] 


12 USCA 1725 provides that the Federal Savings & 
Loan Insurance Corporation shall have the power: 
“To sue and be sued, complain and defend, in 
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any court of competent jurisdiction . . . 


The words ‘court of competent jurisdiction”, when 
used in a federal statute, have been held not to con- 
stitute a grant of jurisdiction in the federal courts. For 
example, 30 USCA 30, which deals with the filing of 
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claims on government land, provides that an adverse 
claimant must commence suit ‘in a court of competent 
jurisdiction”. The Supreme Court has held that this 
does not confer jurisdiction on the federal courts. 
(Blackburn v. Portland Gold Mining Co. (1900), 175 
iS lee 7e-579 [20 Sup et. 222,44 Le ed 276) : 
Shoshone Mining Co. v. Rutter (1900), 177 U.S. 505, 
506-507 [20 Sup. Ct. 726, 44 L. Ed. 846]; DeLamar’s 
Nevada Gold Mining Co. v. Nesbitt (1900), 177 U.S. 
23,09 20-526 (20 Sup. Ct. 715, 44 L. Ed. 872].) 
The limited meaning of the words “court of competent 
jurisdiction” is set forth in the Blackburn case (supra) 
as follows in 175 U.S. at pages 578-579: 

“The first observation to be made is that Con- 
gress did not intend to prescribe jurisdiction in any 
particular court, state or Federal. ‘It shall be the 
duty of the adverse claimant, within thirty days 
after filing his claim, to commence proceedings in 
a court of competent jurisdiction, to determine the 
question of the right of possession, and prosecute 
the same with reasonable diligence to final judg- 
ment.’ 

“The natural inference from this language is that 
the competency of the adjudicating court was not 
to be determined by the mere fact that the mining 
claims in controversy consisted of lands the title to 
which was in the United States. If that fact alone 
were to be decisive no other than a Federal court 
would have been mentioned. We think the intention 
of Congress, in this legislation, was to leave open 
to suitors all courts competent to determine the 
question of the right of possession. If the parties 
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to the controversy were citizens of different states, 
and if the matter in dispute exceeded the sum of 
value of $2,000, then the claimant might elect to 
commence proceedings in a Federal or in a state 
court, because either would be competent to de- 
termine the question of the right of possession. 
But if the usual conditions of Federal jurisdiction 
did not exist, that is, if there was no adverse 
citizenship, and if the matter in dispute did not 
exceed $2,000, then the party claimant could pro- 
ceed in a state court.” (Emphasis in original.) 


The language of 12 USCA 1725 has been similarly 
construed. Prior to 1954, when $1725 was amended to 
read as at present, it provided that the Federal Savings 
& Loan Insurance Corporation could sue “in any court 
of law or equity, State or Federal”. It was held that 
this was not a grant of federal jurisdiction because of 
the prohibition of 28 USCA 1349 (then 28 USCA 42) 
which provides that the District Courts do not have 
jurisdiction of suits by government corporations unless 
the government owns at least one-half of the capital 
stock. (Federal Savings & Loan Ins. Corp. v. Third Na- 
tional Bank (D.C.M.D. Tenn. 1945), 60 F. Supp. 110, 
WZ ee 

28 USCA 1444. [Clk. Tr., p. 5, lines 23-29. | 


28 USCA 1444 provides: 

“Any action brought under section 2410 of this 
Title against the United States in any state court 
may be removed by the United States to the Dis- 
trict Court of the United States for the district and 
division in which the action is pending.” 
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28 USCA 2410 provides: 


“Under the conditions prescribed in this section 
and section 1444 of this Title for the protection 
of the United States, the United States may be 
named a party in any civil action or suit in any 
district court, or in any state court having juris- 
diction of the subject matter, to quiet title to or 
for the foreclosure of a mortgage or other lien 
upon real or personal property on which the 
United States has or claims a mortgage or other 
Hea 


These statutes are a waiver of sovereign immunity 
only. They do not confer jurisdiction on the United 
States District Courts. Wells v. Long (9th Cir. 1947), 
162 F. 2d 842, at 844: 

“The purpose of the statute immediately involved 
is merely to waive sovereign immunity from suit 
in certain types of cases, not to confer jurisdic- 
tion on courts to hear and determine such cases in 
the ordinary sense. It presupposes that the court 
in which such suit is pending or brought has juris- 
diction thereof on grounds independent of the 
statute. As already noted, the act gives the United 
States alone the right of removal to the federal 
court. Unless the United States invokes the juris- 
diction of that court, and it has not done so here, 
federal jurisdiction cannot be predicated merely on 
the fact that the United States is a party.” 


See also: Remtis 7. United States (1st Cir. 1960), 
eye 20293, 294: Cooper Agency, Inc. v. McLeod 
Ge. S.C 1964), 235 F. Supp. 276, 284. 
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4. There Is No Diversity of Citizenship. 


Although it is not alleged in the Complaint, mention 
should be made of the fact that jurisdiction cannot be 
based on diversity of citizenship. A long line of cases 
holds that a federal corporation which is authorized to 
do business in several states is not a citizen of the 
State in which its principal office is located or of 
any other state within which it engages in its business. 
(Federal Intermediate Credit Bank v. Mitchell (1927), 
277 U.S. 213 [48 Sup. Ct. 449, 72 L. Ed. 854) sear 
ers Tywst Co. v. Texas & P. R. Co. (ONG Ree al 
U.S. 295 [26 Sup. Ct. 569, 60 L. Ed. 1010] ) ites ane 
eral rule is that the citizenship of a federal corporation 
created to operate in one or more states is national only. 
It has no state citizenship for jurisdictional purposes. 
(First Carolinas Joint Stock Land Bank v. New York 
Title & Mortgage Co. (D.C.E.D. S.C. 1932), 59 F. 2d 
350, 69 A.L.R. 1340.) 


Conclusion. 


The District Court erred in denying the motions to 
dismiss. There is no federal jurisdiction of this case 
under any of the theories alleged in the Complaint or 
under any other theory. The Federal Savings & Loan In- 
surance Corporation is one of the many government 
corporations which is an agency of government, but 
which Congress has not yet seen fit to declare to be an 
agency for jurisdictional purposes. It appears that the 
law may be amended to expressly provide that the Dis- 
trict Courts will have jurisdiction of suits brought by 
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the Federal Savings & Loan Insurance Corporation. 
But at present there is no jurisdiction. 


The order of the District Court should be reversed 
with directions to dismiss this action on the ground 


that there is no jurisdiction. 
Respectfully submitted, 
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APPENDIX. 
A Bill. 


To strengthen the regulatory and supervisory authority 
of Federal agencies over insured banks and insured sav- 
ings and loan associations, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That this Act may be cited as the “Financial 
Institutions Supervisory Act of 19606”. 


TITLE I— PROVISIONS RELATING TO 
it PE DE RAL HOME LOAN BANK 
BOARD AND THE FEDERAL SAVINGS 
ND LOAN INSURANCE CORPORATION 


Sec. 101. Subsection (d) of section 5 of the Home 
© ners loam Act of 1933, as amended (12 U.S.C. 
1464(d)), is hereby amended to read as follows: 

“(d)(1) The Board shall have power to enforce this 
section and rules and regulations made hereunder. In 
the enforcement of any provision of this section or 
rules and regulations made hereunder, or any other 
law or regulation, or in any other action, suit, or pro- 
ceeding to which it is a party or in which it is interested, 
and in the administration of conservatorships and re- 
ceiverships, the Board is authorized to act in its own 
name and through its own attorneys. Except as other- 
wise provided herein, the Board shall be subject to suit 
(other than suits on claims for money damages) by 
any Federal savings and loan association or director 
or officer thereof with respect to any matter under this 
section or any other applicable law, or rules or regula- 
tions thereunder, in the United States district court for 
the judicial district in which the home office of the as- 
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sociation is located, or in the United States District 
Court for the District of Columbia, and the Board may 
be served with process in the manner prescribed by the 
Federal Rules of Civil Procedure. 


“{2)(A) Ii, in the opinion of the Boardi@aimice 
sociation is violating or has violated or is about to vio- 
late a law, rule, regulation, or charter or other condi- 
tion imposed by or agreement entered into with the 
Board, or is engaging or has engaged or is about to 
engage in an unsafe or unsound practice, the Board 
may issue and serve upon the association a notice of 
charges in respect thereof. The notice shall contain a 
statement of the facts constituting the alleged violation 
or violations or the unsafe or unsound practice or prac- 
tices, and shall fix a time and place at which a hearing 
will be held to determine whether an order to cease and 
desist therefrom should issue against the association. 
Such hearing shall be fixed for a date not earlier than 
thirty days nor later than sixty days after service of 
such notice unless a later date is set by the Board at the 
request of the association. Unless the association shall 
appear at the hearing by a duly authorized representa- 
tive, it shall be deemed to have consented to the is- 
suance of the cease-and-desist order. In the event of 
such consent, or if upon the record made at any such 
hearing the Board shall find that any violation or un- 
safe or unsound practice specified in the notice of 
charges has been established, the Board shall issue and 
serve upon the association an order to cease and desist 
from any such violation or practice. Such order may, 
by provisions which may be mandatory or otherwise. 
require the association and its directors, officers. em- 
ployees, and agents to cease and desist from the same, 
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amemitrther to take attirmative action to correct the 
conditions resulting from any such violation or practice. 


“(B) A cease-and-desist order shall become effec- 
tive at the expiration of thirty days after service of 
such order upon the association concerned (except in 
the case of a cease-and-desist order issued upon consent, 
which shall become effective at the time specified there- 
in), and shall remain effective and enforceable, except 
to such extent as it is stayed, modified, terminated, or 
set aside by action of the Board or a reviewing court. 

“(3)(A) Whenever the Board shall determine that 
the violation or threatened violation of law, rules, or 
regulations, or the unsafe or unsound practice or prac- 
tices, specified in the notice of charges served upon the 
association pursuant to paragraph (2)(A) of this sub- 
section, or the continuation thereof, could cause insol- 
vency (as defined in paragraph (6)(A)(Q) of this sub- 
section) or substantial dissipation of assets or earn- 
ings of the association, or could otherwise seriously 
prejudice the interests of its savings account holders, the 
Board may issue a temporary order requiring the as- 
sociation to cease and desist from any such violation 
or practice. Such order shall become effective upon serv- 
ice upon the association and, unless set aside, limited, 
or suspended by a court in proceedings authorized by 
subparagraph (B) of this paragraph, shall remain ef- 
fective and enforceable pending the completion of the 
administrative proceedings pursuant to such notice and 
until such time as the Board shall dismiss the charges 
specified in such notice or, if a cease-and-desist order 
is issued against the association, until the effective date 
of any such order. 

“(B) Within ten days after the association concerned 
has been served with a temporary cease-and-desist order, 
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the association may apply to the United States district 
court for the judicial district in which the home office 
of the association is located, or the United States Dis- 
trict Court for the District of Columbia, for an injunc- 
tion setting aside, limiting, or suspending the enforce- 
ment, operation, or effectiveness of such order pending 
the completion of the administrative proceedings pur- 
suant to the notice of charges served upon the associa- 
tion under paragraph (2)(A) of this subsection, and 
such court shall have jurisdiction to issue such in- 
junction. 

“(C) In the case of violation or threatened violation 
of, or failure to obey, a temporary cease-and-desist 
order, the Board may apply to the United States dis- 
trict court, or the United States court of any territory, 
within the jurisdiction of which the home office of the 
association is located, for an injunction to enforce such 
order, and, if the court shall determine that there has 
been such violation or threatened violation or failure to 
obey, it shall be the duty of the court to issue such in- 
junction. 

“(4)(A) Whenever, in the opinion of the Board, any 
director or officer of an association has committed 
any violation of law, rule, or regulation, or of a cease- 
and-desist order which has become final, or has engaged 
or participated in any unsafe or unsound practice in con- 
nection with the association, or has committed or en- 
gaged in any act, omission, or practice which constitutes 
a breach of his fiduciary duty as such director or officer, 
and the Board determines that the association has suf- 
fered or will probably suffer substantial financial loss 
or other damage or that the interests of its savings ac- 
count holders could be seriously prejudiced by reason of 
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such violation or practice or breach of fiduciary duty, 
the Board may serve upon such director or officer a 
written notice of its intention to remove him from office. 


‘“(B) Whenever, in the opinion of the Board, any 
director or officer of an association, by conduct or prac- 
tice with respect to another savings and loan associa- 
tion or other business institution which resulted in sub- 
stantial financial loss or other damage, has evidenced 
his general unfitness to continue as a director or officer, 
and, whenever, in the opinion of the Board, any other 
person participating in the conduct of the affairs of an 
association, by conduct or practice with respect to such 
association or other savings and loan association or 
other business institution which resulted in substantial 
financial loss or other damage, has evidenced his gen- 
eral unfitness to participate in the conduct of the af- 
fairs of such association, the Board may serve upon 
such director, officer, or other person a written notice 
of its intention to remove him from office and/or to 
prohibit his further participation in any manner in the 
conduct of the affairs of such association. 


“(C) In respect to any director or officer or an as- 
sociation or any other person referred to in paragraphs 
(4)(A) or 4) (B), the Board may, if it deems it 
necessary for the protection of the association or the in- 
terests of its savings account holders, by written notice 
to such effect served upon such director, officer, or 
other person, suspend him from office and/or prohibit 
him from further participation in any manner in the 
conduct of the affairs of the association. Such suspen- 
sion and/or prohibition shall become effective upon 
service of such notice and, unless stayed by a court in 
proceedings authorized by subparagraph (E) of this 
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paragraph, shall remain in effect until terminated or set 
aside by the Board. Copies of any such notice shall also 
be served upon the association of which he is a director 
or officer or in the conduct of whose affairs he has 
participated. 


“(D) A notice of intention to remove a director, of- 
ficer, or other person from office and/or to prohibit 
his participation in the conduct of the affairs of an as- 
sociation, shall contain a statement of the facts consti- 
tuting grounds therefor, and shall fix a time and place 
at which a hearing will be held thereon. Such hearing 
shall be fixed for a date not earlier than thirty days 
nor later than sixty days after the date of service of 
such notice, unless a later date is set by the Board at 
the request of (i) such director, officer, or other 
person, and for good cause shown, or (11) the Attorney 
General of the United States. Unless such director, 
officer, or other person shall appear at the hearing in 
person or by a duly authorized representative, he shall 
be deemed to have consented to the issuance of an order 
of such removal and/or prohibition. In the event of 
such consent, or if upon the record made at any such 
hearing the Board shall find that any of the grounds 
specified in such notice has been established, the Board 
shall issue such orders of suspension or removal from 
office, and/or prohibition from participation in the 
conduct of the affairs of the association, as it may deem 
appropriate. Any such order shall become effective at 
the expiration of thirty days after service upon such 
association and the director, officer, or other person con- 
cerned (except in the case of an order issued upon con- 
sent, which shall become effective at the time specified 
therein). Such order shall remain effective and enforce- 
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able except to such extent as it is stayed, modified, ter- 
minated, or set aside by action of the Board or a re- 
viewing court. 


“(E) Within ten days after a director, officer, or 
other person has been suspended from office and/or pro- 
hibited from participation in the conduct of the affairs 
of an association under subparagraph (C) of this para- 
graph, such director, officer, or other person may apply 
to the United States district court for the judicial dis- 
trict in which the home office of the association is 
located, or the United States District Court for the 
District of Columbia, for a stay of such suspension and/ 
or prohibition pending the completion of the administra- 
tive proceedings pursuant to the notice served upon such 
director, officer, or other person under subparagraph 
(A) or (B) of this paragraph, and such court shall have 
jurisdiction to stay such suspension and/or prohibition. 


“(5)(A) Whenever any director or officer of an 
association, or other person participating in the conduct 
of the affairs of such association, is charged in any in- 
formation or indictment, or complaint authorized by a 
United States Attorney, with the commission of or par- 
ticipation in a felony involving dishonesty or breach 
of trust, the Board may, by written notice served upon 
such director, officer, or other person, suspend him from 
office and/or prohibit him from further participation 
in any manner in the conduct of the affairs of the as- 
sociation. A copy of such notice shall also be served 
upon the association. Such suspension and/or prohibi- 
tion shall remain in effect until such information, in- 
dictment, or complaint is finally disposed of. In the 
event that a judgement of conviction with respect to such 
offense is entered against such director, officer, or other 
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person, and at such time as such judgment is not sub- 
ject to further appellate review, the Board shall issue 
and serve upon such director, officer, or other person 
an order removing him from office and/or prohibiting 
him from further participation in any manner in the 
conduct of the affairs of the association. A copy of 
such order shall be served upon such association, where- 
upon such director or officer shall cease to be a director 
or officer of such association. A finding of not guilty 
or other disposition of the charge shall not preclude 
the Board from thereafter instituting proceedings to 
remove such director, officer, or other person from of- 
fice and/or to prohibit further participation in associa- 
tion affairs, pursuant to subparagraphs (A) or (B) 
of paragraph (4) of this subsection. 


“(B) If at any time, because of the suspension of 
one or more directors pursuant to this subsection (d), 
there shall be on the board of directors of an association 
less than a quorum of directors not so suspended, all 
powers and functions vested in or exercisable by such 
board shall vest in and be exercisable by the director or 
directors on the board and not so suspended, until such 
time as there shall be a quorum of the board of directors. 
In the event all of the directors of an association are sus- 
pended pursuant to this subsection (d), the Board shall 
appoint persons to serve temporarily as directors in their 
place and stead pending the termination of such suspen- 
sions, or until such time as those who have been sus- 
pended cease to be directors of the association and their 
respective successors take office. 


“(6)(A) The grounds for the appointment of a con- 
servator or receiver for an association shall be one or 
more of the following: (i) insolvency in that the as- 
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sets of the association are less than its obligations to 
its creditors and others, including its members; (ii) sub- 
stantial dissipation of assets or earnings due to any vio- 
lation or violations of law, rules, or regulations, or to 
any unsafe or unsound practice or practices; (iii) an 
unsafe or unsound condition to transact business; (iv) 
wilful violation of a cease-and-desist order which has 
become final; (v) concealment of books, papers, rec- 
ords, or assets of the association or refusal to submit 
books, papers, records, or affairs of the association 
for inspection to any examiner or to any lawful agent 
of the Board. The Board shall have exclusive power and 
jurisdiction to appoint a conservator or receiver. If, in 
the opinion of the Board, a ground for the appointment 
of a conservator or receiver as herein provided exists, 
the Board is authorized to appoint ex parte and with- 
out notice a conservator or receiver for the association. 
In the event of such appointment, the association may, 
within thirty days thereafter, bring an action in the 
United States district court for the judicial district in 
which the home office of such association is located, or 
in the United States District Court for the District of 
Columbia, for an order requiring the Board to remove 
such conservator or receiver, and the court shall upon 
the merits dismiss such action or direct the Board to 
remove sttch conservator or receiver. Such proceedings 
shall be given precedence over other cases pending in 
such courts, and shall be in every way expedited. Upon 
the commencement of such an action, the court having 
jurisdiction of any other action or proceeding authorized 
under this subsection to which the association is a party 
shall stay such action or proceeding during the pend- 
ency of the action for removal of the conservator or 
receiver. 
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“(B) In addition to the foregoing provisions, the 
Board may, without any requirement of notice, hear- 
ing, or other action, appoint a conservator or receiver 
for an association in the event that (i) the association, 
by resolution of its board of directors or of its mem- 
bers, consents to such appointment, or (ii) the associa- 
tion is removed from membership in any Federal Home 
Loan Bank, or its status as an institution the accounts 
of which are insured by the Federal Savings and Loan 
Insurance Corporation is terminated. 


“(C) Except as otherwise provided in this subsection, 
no court may take any action for or toward the removal 
of any conservator or receiver, or, except at the instance 
of the Board, restrain or affect the exercise of powers 
or functions of a conservator or receiver. 


“(D) A conservator shall have all the powers of the 
members, the directors, and the officers of the associa- 
tion and shall be authorized to operate the association 
in its own name or to conserve its assets in the manner 
and to the extent authorized by the Board. The Board 
shall appoint only the Federal Savings and Loan In- 
surance Corporation as receiver for an association, and 
said Corporation shall have power to buy at its own 
sale as receiver, subject to approval by the Board. The 
Board may, without any requirement of notice, hear- 
ing, or other action, replace a conservator with another 
conservator or with a receiver, but any such replace- 
ment shall not affect any right which the association 
may have to obtain judicial review of the original ap- 
pointment, except that any removal under this para- 
graph (6) shall be removal of the conservator or receiver 
in office at the time of such removal. 
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“(7)(A) Any hearing provided for in this subsec- 
tion (d) shall be held in the Federal judicial district or 
in the territory in which the home office of the as- 
sociation is located unless the party afforded the hear- 
ing consents to another place, and shall be conducted 
in accordance with the provisions of the Administrative 
Procedure Act; but such hearing shall be private, unless 
otherwise ordered for good cause found. After such 
hearing, and within ninety days after the Board has 
notified the parties that the case has been submitted 
ta it for final decision, the Board shall render its de- 
cision (which shall include findings of fact upon which 
its decision is predicated) and shall issue and cause to 
be served upon each party to the proceeding on order 
or orders consistent with the provisions of this subsec- 
tion. Judicial review of any such order shall be ex- 
clusively as provided in this paragraph (7). Unless a 
petition for review is timely filed in a court of appeals 
of the United States, as hereinafter provided in sub- 
paragraph (B) of this paragraph, and thereafter until 
the record in the proceeding has been filed as so pro- 
vided, the Board may at any time, upon such notice 
and in such manner as it shall deem proper, modify, 
terminate, or set aside any such order. Upon such filing 
of the record, the Board may modify, terminate, or set 
aside any such order with permission of the court. 


‘(B) Any party to the proceeding, or any person 
required by an order issued under this subsection to 
cease and desist from any of the violations or practices 
stated therein, may obtain a review of any order served 
pursuant to subparagraph (A) of this paragraph (other 
than an order issued with the consent of the association 
or the director or officer or other person concerned, or 
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an order issued under paragraph (5)(A) of this sub- 
section), by filing in the court of appeals of the United 
States for the circuit in which the home office of the 
association is located, or in the United States Court of 
Appeals for the District of Columbia Circuit, within 
thirty days after the date of service of such order, a 
written petition praying that the order of the Board be 
modified, terminated, or set aside. A copy of such peti- 
tion shall be forthwith transmitted by the clerk of the 
court to the Board, and thereupon the Board shall file 
in the court the record in the proceeding, as provided 
in section 2112 of title 28 of the United Statesu@ade 
Upon the filing of such petition, such court shall have 
jurisdiction, which upon the filing of the record shall 
except as provided in the last sentence of said subpara- 
graph (A) be exclusive, to affirm, modify, terminate, or 
set aside, in whole or in part, the order of the Board. 
Review of such proceedings shall be had as provided in 
the Administrative Procedure Act. The judgment and 
decree of the court shall be final, except that the same 
shall be subject to review by the Supreme Court upon 
certiorari as provided in section 1254 of title 28 of the 
United States Code. 


“(C) The commencement of proceedings for judi- 
cial review under subparagraph (B) of this paragraph 
shall not, unless specifically ordered by the court, op- 
erate as a stay of any order issued by the Board. 


“(8) The Board may in its discretion apply to the 
United States district court, or the United States court 
of any territory, within the jurisdiction of which the 
home office of the association is located, for the en- 
forcement of any effective and outstanding order issued 
by the Board under this subsection (d), and such courts 
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shall have jurisdiction and power to order and require 
compliance therewith; but except as otherwise provided 
in this subsection no court shall have jurisdiction to 
affect by injunction or otherwise the issuance or en- 
forcement of any notice or order under this subsec- 
tion, or to review, modify, suspend, terminate, or set 
aside any such notice or order. 


“(9) In the course of or in connection with any pro- 
ceeding under this subsection, the Board or any mem- 
ber thereof or a designated representative of the Board, 
including any person designated to conduct any hearing 
under this subsection, shall have power to administer 
oaths and affirmations, to take or cause to be taken 
depositions, and to issue, revoke, quash, or modify 
subpenas and subpenas duces tecum; and the Board is 
empowered to make rules and regulations with respect 
to any such proceedings. The attendance of witnesses 
and the production of documents provided for in this 
paragraph may be required from any place in any State 
or in any territory at any designated place where such 
proceeding is being conducted. Any party to proceedings 
under this subsection may apply to the United States 
District Court for the District of Columbia, or the 
United States district court for the judicial district 
or the United States court in any territory in which 
such proceeding is being conducted or where the witness 
resides or carries on business, for enforcement of any 
subpena or subpena duces tecum issued pursuant to this 
paragraph, and such courts shall have jurisdiction and 
power to order and require compliance therewith. Wit- 
nesses subpenaed under this paragraph shall be paid the 
same fees and mileage that are paid witnesses in the 
district courts of the United States. All expenses of 
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the Board or of the Federal Savings and Loan Insurance 
Corporation in connection with this subsection shall be 
considered as nonadministrative expenses. 


“(10) Any service required or authorized to be made 
by the Board under this subsection may be made by 
registered mail, or in such other manner reasonably cal- 
culated to give actual notice as the Board may by regu- 
lation or otherwise provide. 


“(11) The Board shall have power to make rules and 
regulations for the reorganization, consolidation, liquida- 
tion, and dissolution of associations, for the merger of 
associations with other institutions the accounts of 
which are insured by the Federal Savings and Loan In- 
surance Corporation, for associations in conservatorship 
and receivership, and for the conduct of conservatorships 
and receiverships; and the Board may, by regulation or 
otherwise, provide for the exercise of functions by 
members, directors, or officers of an association during 
conservatorship and receivership. 


“(12)(A) Any director or officer, or former director 
or officer, of an association, or any other person, 
against whom there is outstanding and effective any no- 
tice or order (which is an order which has become final) 
served upon such director, officer, or other person 
under paragraphs (4)(C), (+)(d), or (5)(A) of this 
subsection, and who (i) participates in any manner in 
the conduct of the affairs of such association, or 
directly or indirectly solicits or procures, or transfers 
or attempts to transfer, or votes or attempts to vote any 
proxies, consents, or authorizations in respect of any 
voting rights in such association, or (ii) without the 
prior written approval of the Board, votes for a director 
or serves or acts as a director, officer, or employee of 
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any institution the accounts of which are insured by the 
Federal Savings and Loan Insurance Corporation, shall 
upon conviction be fined not more than $5,000 or im- 
prisoned for not more than one year, or both. 


“(B) Except with the prior written consent of the 
Board, no person shall serve as a director, officer, or 
employee of an association who has been convicted, or 
who is hereafter convicted, of a criminal offense involv- 
ing dishonesty or a breach of trust. For each wilful vio- 
lation of this prohibition, the association involved shall 
be subject to a penalty of not more than $100 for each 
day this prohibition is violated, which the Board may re- 
cover by suit or otherwise for its own use. 


“(C) Whenever a conservator or receiver appointed 
by the Board demands possession of the property, busi- 
ness, and assets of any association, or of any part there- 
of, the refusal by any director, officer, employee, or 
agent of such association to comply with the demand 
shall be punishable by a fine of not more than $5,000 
or imprisonment for not more than one year, or both. 


“(13)(A) As used in this subsection— 


“(1) The terms ‘cease-and-desist order which has be- 
come final’ and ‘order which has become final’ mean 
a cease-and-desist order, or an order, issued by the Board 
with the consent of the association or the director or of- 
ficer or other person concerned, or with respect to which 
no petition for review of the action of the Board has 
been filed and perfected in a court of appeals as speci- 
fied in paragraph (7)(B) of this subsection, or with 
Fesmeet to which ihe action of the court in which said 
petition is so filed is not subject to further review by 
the Supreme Court of the United States in proceedings 
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provided for in said paragraph, or an order issued under 
paragraph (5)(A) of this subsection. 


(2) The term ‘territory’ includes the Commonwealth 
of Puerto Rico, and any possession of the United States 
or any place subject to the jurisdiction of the United 
States. 

“(B) As used in paragraph (+) of this subsection, 
the term ‘violation’ includes without limitation any ac- 
tion (alone or with another or others) for or toward 
causing, bringing about, participating in, counseling, or 
aiding or abetting a violation. 


““(14) As used in this subsection, the terms ‘Federal 
savings and loan association’ and ‘association’ shall in- 
clude any institution with respect to which the Federal 
Home Loan Bank Board now or hereafter has any stat- 
utory power of examination or supervision under any 
or joint resolution of Congress other than this Act, the 
Federal Home Loan Bank Act. and the National Hous- 
ing Act. For the purposes of this paragraph (14), ref- 
erences in this subsection to directors, officers, em- 
plovees, and agents or to former directors or officers, 
of associations shall be deemed to be references respec- 
tively to directors, officers, emplovees. and agents, or to 
former directors or officers. of such institutions, ref- 
erences therein to savings account holders and to mem- 
bers of associations shall be deemed to be references to 
holders of withdrawable accounts in such institutions, 
and references therein to boards of directors of associa- 
tions shall be deemed to be references to boards of di- 
rectors or other governing boards of such institutions. 
Said Board shall have power by regulation to define. 
for the purposes of this paragraph (14+). terms used or 
referred to in the sentence next preceding and other 
terms in this subsection. 
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(15) The provisions of this subsection, as amended 
by the amendment by which this sentence is added, shall 
not be applicable to or with respect to any proceeding 
for the appointment of a conservator or receiver pend- 
ing immediately prior to the effective date of said 
amendment or any conservator or receiver appointed as 
a result of such proceeding, or to or with respect to any 
supervisory representative in charge, conservator, or 
receiver in office immediately prior to said date, or any 
successor of any of the same, or to the appointment of 
any such successor, and the provisions of this subsec- 
tion as in effect immediately prior to said date shall 
be and remain applicable to all of the foregoing.” 


Sec. 102. Section 407 of the National Housing Act, 
as amended (12 U.S.C. 1730), is hereby amended to 
read as follows: 


See c07. DERMINATION OF INSURANCE 
Poe ENFORCEMENT PROVISIONS. 


“(a) Voluntary termination of insurance—Any in- 
sured institution other than a Federal savings and loan 
association may terminate its status as an insured in- 
stitution by written notice to the Corporation specifying 
a date for such termination. 


“(b) Involuntary termination of insurance; notice 
and hearing—(1) Whenever, in the opinion of the Cor- 
poration, any insured institution has violated its duty 
as such or is engaging or has engaged in an unsafe or 
unsound practice in conducting the business of such 
institution, or is in an unsafe or unsound condition to 
continue operations as an insured institution. or is vio- 
lating or has violated an applicable law. rule. regulation. 
or order, or any condition imposed by the Corporation 
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or any agreement entered into with the Corporation, in- 
cluding any agreement entered into under section 403 
of this title, the Corporation shall serve upon the insti- 
tution a statement with respect to such violations or 
practices or condition for the purpose of securing the 
correction thereof, and shall send a copy of such state- 
ment to the appropriate State supervisory authority. 


‘““(2) Unless such correction shall be made within one 
hundred and twenty days after service of such state- 
ment, or such shorter period of not less than twenty 
days after such service as (A) the Corporation shall 
require in any case where the Corporation determines 
that its insurance risk with respect to such institution 
could be unduly jeopardized by further delay in the cor- 
rection of such violations or practices or condition, or 
(B) the appropriate State supervisory authority shall 
require, or unless within such time the Corporation 
shall have received acceptable assurances that such cor- 
rection will be made within a time and in a manner 
satisfactory to the Corporation, or in the event such 
assurances are submitted to and accepted by the Corpo- 
ration but are not carried out in accordance with their 
terms, the Corporation may, if it shall determine to 
proceed further, issue and serve upon the institution 
written notice of intention to terminate the status of 
the institution as an insured institution. 


“(3) Such notice shall contain a statement of the 
facts constituting the alleged violation or violations 
or the unsafe or unsound practice or practices or con- 
dition, and shall fix a time and place for a hearing there- 
on. Such hearing shall be fixed for a date not earlier 
than thirty days after service of such notice. Unless 
the institution shall appear at the hearing by a duly au- 
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thorized representative, it shall be deemed to have con- 
sented to the termination of its status as an insured in- 
stitution. In the event of such consent, or if upon the 
record made at any such hearing the Corporation shall 
find that any violation or unsafe or unsound practice or 
condition specified in such notice has been established 
and has not been corrected within the time above pre- 
scribed in which to make correction, the Corporation 
may issue and serve upon the institution an order termi- 
nating the status of the institution as an insured institu- 
tion; but any such order shall not become effective until 
it is an order which has become final (except in the case 
of an order of termination issued upon consent, which 
shall become effective at the time specified therein). 


“(c) Date of ternunation of insured status—The ef- 
fective date of the termination of an institution’s status 
as an insured institution under the foregoing provisions 
of this section shall be the date specified for such ter- 
mination in the notice by the institution to the Corpora- 
tion as provided in subsection (a) of this section, or the 
date upon which an order of termnination issued under 
subsection (b)(3) of this section becomes effective. The 
Corporation may from time to time postpone the effec- 
tive date of the termination of an institution’s status 
as an insured institution at any time before such ter- 
mination has become effective, but in the case of ter- 
mination by notice given by the institution such effec- 
tive date shall be postponed only with the written con- 
sent of the institution. 


“(d) Continuation of insurance; examinations; no- 
tice to members; and paynient of premiums—In the 
event of the termination of an institution’s status as 
an insured institution, insurance of its accounts to the 
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extent that they were insured on the effective date of 
such termination as hereinabove provided in subsection 
(c), less any amounts thereafter withdrawn, repur- 
chased, or redeemed, shall continue for a period of two 
years, but no investments or deposits made after such 
date shall be insured. The Corporation shall have the 
right to examine such institution from time to time dur- 
ing the two-year period aforesaid. Such insured institu- 
tion shall be obligated to pay, within thirty days after 
the effective date of such termination, as a final insur- 
ance premiun, a stim equivalent to twice the last annual 
insurance premium payable by it. In the event of the 
termination of insurance of accounts as herein provided 
the institution which was the insured institution shall 
give prompt and reasonable notice to all of its insured 
members that it has ceased to be an insured institution 
and it may include in such notice that fact that insured 
accounts, to the extent not withdrawn, repurchased, or 
redeemed, remain insured for two years from the date 
of such termination, but it shall not further represent 
itself in any manner as an insured institution. In the 
event of failure to give the notice to insured members 
as herein provided the Corporation is authorized to 
give reasonable notice. 

“(e) Ceasc-and-desist procecdings—(1) If, in the 
opinion of the Corporation, any insured institution or 
any instituition any of the accounts of which are in- 
sured is engaging or has engaged or is about to engage 
in an unsafe or unsound practice in conducting the busi- 
ness of such institution, or is violating or has violated 
or is about to violate an applicable law, rule, or regula- 
tion, or any condition imposed by the Corporation or 
any agreement entered into with the Corporation, in- 
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cluding any agreement entered into under section 403 
of this title, the Corporation may issue and serve upon 
the institution a notice of charges in respect thereof. 
The notice shall contain a statement of the facts con- 
stituting the alleged violation or violations or the unsafe 
or unsound practice or practices, and shall fix a time 
and place at which a hearing will be held to determine 
whether an order to cease and desist therefrom should 
issue against the institution. Such hearing shall be fixed 
for a date not earlier than thirty days nor later than 
sixty days after service of such notice unless a later date 
is set by the Corporation at the request of ths institu- 
tion. Unless the institution shall appear at the hearing 
by a duly authorized representative, it shall be deemed 
to have consented to the issuance of the cease-and-desist 
order. In the event of such consent, or if upon the rec- 
ord made at any such hearing the Corporation shall 
find that any violation or unsafe or unsound practice 
specified in the notice of charges has been established, 
the Corporation shall issue and serve upon the institu- 
tion an order to cease and desist from any such viola- 
tion or practice. Such order may, by provisions which 
may be mandatory or otherwise, require the institution 
and its directors, officers, employees, and agents to cease 
and desist from the same, and, further, to take affirma- 
tive action to correct the conditions resulting from 
any such violation or practice. 


“(2) A cease-and-desist order shall become effective 
at the expiration of thirty days after service of such 
order upon the institution concerned (except in the case 
of a cease-and-desist order issued upon consent, which 
shall become effective at the time specified therein). 
and shall remain effective and enforceable except to such 
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extent as it is stayed, modified, terminated, or set aside 
by action of the Corporation or a reviewing court. 


“(f£) Temporary cease-and-desist orders—(1) When- 
ever the Corporation shall determine that the violation 
or threatened violation of law, rules, or regulations, or 
the unsafe or unsound practice or practices, specified 
in the notice of charges served upon the institution 
pursuant to subsection (c)(1) of this section, or the 
continuation thereof, could cause insolvency or substan- 
tial dissipation of assets or earnings of the institution, 
or could otherwise seriously prejudice the interests of 
its insured members or of the Corporation, the Cor- 
poration may issue a temporary order requring the in- 
stitution to cease and desist from any such violation 
or practice. Such order shall become effecitve upon 
service upon the institution and, unless set aside, limited, 
or suspended by a court in proceedings authorized by 
paragraph (2) of this subsection, shall remain effec- 
tive and enforceable pending the completion of the ad- 
ministrative proceedings pursuant to such notice and un- 
til such time as the Corporation shall dismiss the 
charges specified in stich notice or, if a cease-and-desist 
order is issued againt the institution, until the effec- 
tive date of any such order. 


“(2) Within ten days after the institution concerned 
has been served with a temporary cease-and-desist 
order, the institution may apply to the United States 
district court for the judicial district in which the prin- 
cipal office of the institution is located, or the United 
States District Court for the District of Columbia, for 
an injunction setting aside, limiting, or suspending the 
enforcement, operation, or effectiveness of such order 
pending the completion of the administrative proceed- 
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ings pursuant to the notice of charges served upon the 
institution under subsection (e)(1) of this section, and 
such court shall have jurisdiction to issue such injunc- 
tion. 

“(3) In the case of violation or threatened violation 
of, or failure to obey, a temporary cease-and-desist or- 
der, the Corporation may apply to the United States 
district court, or the United States court of any terri- 
tory, within the jurisdiction of which the principal 
office of the institution is located, for an injunction to 
enforce such order, and, if the court shall determine 
that there has been such violation or threatened vio- 
lation or failure to obey, it shall be the duty of the court 
to issue such injunction. 


“(g¢) Suspension or removal of director or of ficer— 
(1) Whenever, in the opinion of the Corporation, any 
director or officer of an insured institution has com- 
mitted any violation of law, rule, or regulation, or of a 
cease-and-desist order which has become final or has en- 
gaged or participated in any unsafe or unsound prac- 
tice in connection with the institution, or has committed 
or engaged in any act, omission, or practice which con- 
stitutes a breach of his fiduciary duty as such di- 
rector or officer, and the Corporation determines that 
the institution has suffered or will probably suffer sub- 
stantial financial loss or other damage or that the in- 
terests of its insured members could be seriously prej- 
udiced by reason of such violation or practice or breach 
of fiduciary duty, the Corporation may serve upon such 
director or officer a written notice of its intention to re- 
move him from office. 


(2) Whenever, in the opinion of the Corporation, 
any director or officer of an insured institution, by con- 
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prohibited from participation in the conduct of the af- 
fairs of an insured institution under paragraph (3) of 
this subsection, such director, officer, or other person 
may apply to the United States district court for the 
judicial district in which the principal office of the in- 
sitution is located, or the United States District Court 
for the District of Columbia, for a stay of Suchmsme= 
pension and/or prohibition pending the completion of 
the administrative proceedings pursuant to the notice 
served upon such director, officer, or other person under 
paragraphs (1) or (2) of this subsection, and such 
court shall have jurisdiction to stay such suspension and/ 
or prohibition. 


“(h) Suspension of director or officer under indict- 
ment—-Whenever any director or officer of an insured 
institution, or other person participating in the conduct 
of the affairs of such institution, is charged in any 
information or indictment, or complaint authorized by a 
United States Attorney, with the commission of or par- 
ticipation in a felony involving dishonesty or breach of 
trust, the Corporation may, by written notice served 
upon such director, officer, or other person, suspend him 
from office and/or prohibit him from further partici- 
pation in any manner in the conduct of the affairs of 
the institution. A copy of such notice shall also be served 
upon the institution. Such suspension and/or prohibi- 
tion shall remain in effect until such information, in- 
dictment, or complaint is finally disposed of. In the 
event that a judgment of conviction with respect to such 
offense is entered against such director, officer, or other 
person, and at such time as such judgment is not sub- 
ject to further appellate review, the Corporation shall 
issue and serve upon such director, officer, or other per- 
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son an order removing him from office and/or prohibit- 
ing him from further participation in any manner in 
the conduct of the affairs of the institution. A copy of 
such order shall also be served upon such institution, 
whereupon such director or officer shall cease to be a 
director or officer of such institution. A finding of not 
guilty or other disposition of the charge shall not pre- 
clude the Corporation from thereafter instituting pro- 
ceedings to remove such director, officer, or other per- 
son from office and/or to prohibit further participation 
in institution affairs, pursuant to paragraphs (1) or 
(2) of subsection (g) of this section. 


“G)) Termination of Federal Home Loan Bank memn- 
bership—Termination under this section or otherwise of 
status of an institution as an insured institution shall 
automatically constitute a removal under subsection (i) 
of section 6 of the Federal Home Loan Bank Act of the 
institution from Federal Home Loan Bank membership, 
if at the time of such termination such institution is a 
member of a Federal Home Loan Bank; and removal 
of an institution from I‘ederal Home Loan Bank mem- 
bership under subsection (i) of section 6 of the Federal 
Home Loan Bank Act or otherwise shall automatically 
constitute an order of termination under this section of 
the status of such institution as an insured institution. if 
stich institution is at the time of such removal an in- 
sured institution. 


“(j) Hearings and judicial review—(1) Any hearing 
provided for in this section shall be held in the Federal 
judicial district or in the territory in which the principal 
office of the institution is located unless the party af- 
forded the hearing consents to another place, and shall 
be conducted in accordance with the provisions of the 
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Administrative Procedure Act; but such hearing shall 
be private, unless otherwise ordered for good cause 
found. After such hearing, and within ninety days 
after the Corporation has notified the parties that the 
case has been submitted to it for final decision, the Cor- 
poration shall render its decision (which shall include 
findings of fact upon which its decision is predicated) 
and shall issue and cause to be served upon each party 
to the proceeding an order or orders consistent with 
the provisions of this section. Judicial review of any 
such order shall be exclusively as provided in this sub- 
section. Unless a petition for review is timely filed in a 
court of appeals of the United States, as hereinafter 
provided in paragraph (2) of this subsection, and there- 
after until the record in the proceeding has been filed as 
so provided, the Corporation may at any time, upon 
such notice and in such manner as it shall deem proper, 
modify, terminate, or set aside any such order. Upon 
such filing of the record, the Corporation may modify, 
terminate, or set aside any such order with permission 
Or thercourt. 


‘“(2) Any party to the proceeding, or any person re- 
quired by an order issued under this section to cease 
and desist from any of the violations or practices stated 
therein, may obtain a review of any order served pur- 
suant to paragraph (1) of this subsection (other than 
an order issued with the consent of the institution or the 
director or officer or other person concerned, or an or- 
der issued under subsection (h) of this section), by fil- 
ing in the court of appeals of the United States for the 
circuit in which the principal office of the institution 
is located, or in the United States Court of Appeals for 
the District of Columbia Circuit, within thirty days 
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after the date of service of such order, a written peti- 
tion praying that the order of the Corporation to mod- 
ified, terminated, or set aside. A copy of such petition 
shall be forthwith transmitted by the clerk of the 
court to the Corporation, and thereupon the Corpora- 
tion shall file in the court the record in the proceeding, 
as provided in section 2112 of title 28 of the United 
States Code. Upon the filing of such petition, such 
court shall have jurisdiction, which upon the filing of 
the record shall except as provided in the last sentence 
of said paragraph (1) be exclusive, to affirm, modify, 
terminate, or set aside, in whole or in part, the order of 
the Corporation. Review of such proceedings shall be 
had as provided in the Administrative Procedure Act. 
The judement and decree of the court shall be final, 
except that the same shall be subject to review by the 
Supreme Court upon certiorari as provided in section 
2154 of title 28 of the United States Code. 


“(3) The commencement of proceedings for judicial 
review under paragraph (2) of this subsection shall 
not, unless specifically ordered by the court, operate as 
a stay order issued by the Corporation. 


“(k) Jurisdiction and enforcement—(1) Notwith- 
standing any other provision of law, (A) the Corpora- 
tion shall be deemed to be an agency of the United 
States within the meaning of section 451 of title 28 of 
the United States Code; (B) any civil action, suit, 
or proceeding to which the Corporation shall be a party 
shall be deemed to arise under the laws of the United 
States, and the United States districts courts shall have 
original jurisdiction thereof, without regard to the 
amount in controversy; and (C) the Corporation may, 
without bond or security, remove any such action, suit. 
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or proceeding from a State court to the United States 
district court for the district and division embracing 
the place where the same is pending by following any 
procedure for removal now or hereafter in effect; Pro- 
vided, That any action, suit, or proceeding to which the 
Corporation is a party in its capacity as conservator, re- 
ceiver, or other legal custodian of an insured State-char- 
tered institution and which involves only rights or ob- 
ligations of investors, creditors stockholders, and such 
institution under State law shall not be deemed to arise 
under the laws of the United States. No attachment or 
execution shall be issued against the Corporation or its 
property before final judgment in any action, suit, or 
proceeding in any court of any State or of the United 
States or any territory, or any other court. 


“(2) The Corporation may, in its discretion, apply to 
the United States district court, or the United States 
court of any territory, within the jurisdiction of which 
the principal office of the institution is located, for the 
enforcement of any effective and outstanding order is- 
sued by the Corporation under this section, and such 
courts shall have jurisdiction and power to order and 
require compliance therewith; but except as otherwise 
provided in this section no court shall have jurisdiction 
to affect by injunction or otherwise the issuance or en- 
forcement of any notice or order under this section, or 
to review. modify, suspend, terminate, or set aside any 
such notice or order. 


“(1) Reporting reqmrements—(1) Whenever a 
change occurs in the outstanding voting stock of any 
insured institution which will result in control or a 
change in the control of such institution, the president 
or other chief executive officer of such institution shall 
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promptly report such facts to the Corporation upon ob- 
taining knowledge of such change. As used in this sub- 
section, the term ‘control’ means the power to directly 
or indirectly direct or cause the direction of the manage- 
ment or policies of the insured institution. If there is 
any doubt as to whether a change in ownership or other 
change in the outstanding voting stock of any insured 
institution is sufficient to result in control or a change 
in the control thereof, such doubt shall be resolved in 
favor of reporting the facts to the Corporation. 


“(2) Whenever an insured institution or an insured 
bank of the Federal Deposit Insurance Corporation 
makes a loan or loans secured (or to be secured) by 25 
per centum or more of the voting stock of an insured 
institution, the president or other chief executive of- 
ficer of the lending insured institution or insured bank 
shall promptly report such fact to the Corporation upon 
obtaining knowledge of such loan or loans, except that 
no report need be made in those cases where the bor- 
rower has been the owner of record of the stock for a 
period of one year or more, or the stock is of a newly 
organized insured institution prior to its opening. 

“(3) The reports required by paragraphs (1) and (2) 
of this subsection shall contain the following informa- 
tion to the extent that it is known by the person mak- 
ing the report: (A) the number of shares involved, (B) 
the names of the sellers (or transferors), (C) the 
names of the purchasers (or transferees), (D) the 
names of the beneficial owners if the shares are of rec- 
ord in another name or other names, (FE) the purchase 
price, (F) the total number of shares owned by the 
sellers (or transferors), the purchasers (or transferees) 
amd the beneficial owners both immediately before and 
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after the transaction, and in the case of a loan, (G) the 
name of the borrower, (H) the amount of the loan, and 
(I) the naine of the institution issuing the stock secur- 
ing the loan and the number of shares securing the loan. 
In addition to the foregoing, such reports shall contain 
such other information as may be available to inform the 
Corporation of the effect of the transaction upon con- 
trol of the institution whose stock is involved. The re- 
ports required by this subsection shall be in addition 
to any reports that may be required pursuant to other 
provisions of law. 


“(4) Whenever such a change as is described in para- 
graph (1) of this subsection occurs, the insured insti- 
tution shall report promptly to the Corporation any 
change or changes, or replacement or replacements, of 
its chief executive officer or of any director occurring 
in the next twelve-month period, including in its report 
a statement of the past and current business and pro- 
fessional affiliations of the new chief executive or di- 
TeCtor. 

“(S) Without limitation by or on the foregoing pro- 
visions of this subsection, the Corporation may require 
insured institutions and individuals or other per- 
sons who have had any connection with the manage- 
ment of any insured institution, as defined by the Cor- 
poration, to provide, in such manner and under such 
civil penalties (which shall be cumulative to any other 
remedies) as the Corporation may prescribe, such pe- 
riodic or other reports and disclosures as the Corpora- 
tion may determine to be necessary or appropriate for 
the protection of investors or the Corporation. 


“(6) As used in this subsection, the term ‘stock’ 
means such stock or other equity securities or equity 


interests in an insured institution, or rights, interests, 
or powers with respect thereto, regardless of whether 
such institution is a stock company, a mutual institu- 
tion, or otherwise, as the Corporation may by regula- 
tion define for the purposes of this subsection. 

“(m) Ancillary provisions—(1) In making examina- 
tions of insured institutions, examiners appointed by 
the Federal Home Loan Bank Board shall have power, 
on behalf of the Corporation, to make such examinations 
of the affairs of all affiliates of such institutions as 
shall be necessary to disclose fully the relations between 
such institutions and their affiliates and the effect of 
such relations upon such institutions. The cost of exami- 
nations of such affiliates shall be assessed against and 
paid by the institution. For purposes of this subsection, 
the term ‘affiliate’ shall have the same meaning as where 
used in section 2(b) of the Banking Act of 1933, as 
amended, except that the term ‘member bank’ shall be 
demed to refer to an insured institution. 


“(2) In connection with examinations of insured in- 
stitutions and affiliates thereof, the Corporation, or its 
designated representatives, shall have power to admin- 
ister oaths and affirmations and to examine and to take 
and preserve testimony under oath as to any matter in 
respect of the affairs or ownership of any such in- 
stitution or affiliate thereof, and to issue subpenas 
and subpenas duces tecum, and, for the enforcement 
thereof, to apply to the United States district court for 
the judicial district or the United States court in any 
territory in which the principal office of the institution 
or affiliate thereof is located, or in which the witness 
resides or carriers on business. Such courts shall have 
jurisdiction and power to order and require compliance 
with any subpena. 
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“(3) In the course of or in connection with any pro- 
ceeding under this section, the Corporation or its des- 
ignated representatives, including any person desig- 
nated to conduct any hearing under this section, shall 
have power to administer oaths and affirmations, to 
take or cause to be taken depositions, and to issue, re- 
voke, quash, or modify subpenas and subpenas duces 
tecum; and the Corporation is empowered to make rules 
and regulations with respect to any such proceedings. 
The attendance of witnesses and the production of doc- 
uments provided for in this subsection may be required 
from any place in any State or in any territory at any 
designated place where such proceeding is being con- 
ducted. Any party to proceedings under this section may 
apply to the United States District Court for the District 
of Columbia, or the United States district court for the 
judicial district or the United States court in any ter- 
ritory in which such proceeding is being conducted or 
where the witness resides or carriers on business, for en- 
forcement of any subpena or subpena duces tecum issued 
pursuant to this subsection, and such courts shall have 
jurisdiction and power to order and require compliance 
therewith. Witnesses subpenaed under this subsection 
shall be paid the same fees and mileage that are paid wit- 
nesses in the district courts of the United States. All ex- 
penses of the Board or of the Federal Savings and Loan 
Insurance Corporation in connection with this section 
shall be considered as nonadmiunistrative expenses. 


“(n) Service—Any service required or authorized to 
be made by the Corporation under this section may be 
made by registered mail, or in such other manner rea- 
sonably calculated to give actual notice as the Corpora- 
tion may regulation or otherwise provide. Copies of 
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any notice or order served by the Corporation upon any 
institution or any director or officer thereof, pursuant 
to the provisions of this section, shall also be sent to 
the appropriate State supervisory authority. 


“(o) Consultation with State authorities—In con- 
nection with any action under this section involving an 
insured State-chartered institution, the Corporation 
shall, to the extent compatible with the public interest, 
consult with the appropriate State supervisory authority 
and proceed with due regard for whatever power and 
intent such authority may have to effect the necessary 
corrective action. 


“(p) Penalties—(1) Any director or officer, or for- 
mer director or officer, of an insured institution or an 
institution any of the accounts of which are insured, or 
any person, against whom there is outstanding and 
effective any notice or order (which is an order 
which has become final) served upon such director, of- 
ficer, or other person under subsections (g)(3), (g)- 
(4), or (h) of this section, and who (A) participates 
in any manner in the conduct of the affairs of such in- 
stitution, or directly or indirectly solicits or procures, 
or transfers or attempts to transfer, or votes or attempts 
to vote any proxies, consents or authorizations in re- 
spect of any voting rights in such institution, or (B) 
without the prior written approval of the Corporation, 
votes for a director or serves or acts as a director, of- 
ficer, or employee of any insured institution, shall upon 
conviction be fined not more than $5,000 or imprisoned 
for not more than one year, or both. 


“(2) Except with the prior written consent of the 
Corporation, no person shall serve as a director, of- 
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ficer, or employee of an insured institution who has 
been convicted, or who is hereafter convicted, of a crim- 
inal offense involving dishonesty or a breach of trust. 
For each wilful violation of this prohibition, the institu- 
tion involved shall be subject to a penalty of not more 
than $100 for each day this prohibition is violated, 
which the Corporation may recover by suit or otherwise 
for its own use. 


“(q) Definitions—(1) As used in this section— 


“(A) The terms ‘cease-and-desist order which has 
become final’ and ‘order which has become final’ mean 
a cease-and-desist order, or an order, issued by the Cor- 
poration with the consent of the institution or the di- 
rector or officer or other person concerned, (on ewina 
respect to which no petition for review of the action of 
the Corporation has been filed and perfected in a court 
of appeals as specified in subsection (})(2) of this sec- 
tion, or with respect to which the action of the court in 
which said petition is so filed is not subject to further 
review by the Supreme Court of the United States in 
proceedings provided for in said subsection, or an order 
issued under subsection (h) of this section. 


‘“(B) The term ‘territory’ includes the Commonwealth 
of Puerto Rico, and any possession of the United States 
or any place subject to the jurisdiction of the United 
Diates: 

‘(2) As used in subsection (f) of this section, the 
term ‘insolvency’ means that the assets of an institution 
are less than its obligations to its creditors and others, 
including its members. 


(3) As used in subsection (g) of this section, the 
term ‘violation’ includes without limitation any action 
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(alone or with another or others) for or toward caus- 
ing, bringing about, participating in, counseling, or 
aiding or abetting a violation.” 


Hove Tr PROVISIONS RELATING TO 
iba DE RAL DEPOsll INSURANCE 
GORPORATION, THE BOARD OF GOV- 
PRNORS OF THE FEDERAL RESERVE 
oo Mv, AND THE COMPTROLLER OF 
ire CURRENCY 


Sec. 201 Paragraph (6) of subsection (j) of section 
7 of the Federal Deposit Insurance Act, as amended (12 
Wes isi7 (})(6), is repealed and section (3) of 
the Federal Deposit Insurance Act, as amended (12 
U.S.C. 1813), is amended by adding the following new 
subsection (q): 

“(q) The term ‘appropriate Federal banking agency’ 
shall mean (a) the Comptroller of the Currency in the 
case of a national banking association or a District Bank, 
(b) the Board of Governors of the Federal reserve Sys- 
tem in the case of a State member insured bank (ex- 
cept a District bank), and (c) the Federal Deposit In- 
surance Corporation in the case of a State nonmember 
insured bank (except a District bank).” 


Sec. 202. Section 8 of the Federal Deposit Insurance 
Act (12 U.S.C. 1818), is amended by redesignating sub- 
sections (b), (c) and (d) thereof as (p), (q) and (r) 
and by adding after subsection (a) thereof the follow- 
ing new subsections (b) through (c), inclusive: 

“(b)(1) If, in the opinion of the appropriate Federal 
banking agency, any insured bank or bank which has 
insured deposits is engaging or has engaged or is about 
to engage in an unsafe or unsotund practice in con- 


ducting the business of such bank, or is violating or 
has violated or is about to violate an applicable law, rule, 
or regulation, or any condition imposed by the agency 
or any agreement entered into with the agency, the 
agency may isstie and serve upon the bank a notice of 
charges in respect thereof. The notice shall contain a 
statement of the facts constituting the alleged violation 
or violations or the unsafe or unsound practice or prac- 
tices, and shall fix a time and place at which a hearing 
will be held to determine whether an order to cease and 
desist therefrom should issue against the bank. Such 
hearing shall be fixed for a date not earlier than thirty 
days nor later than sixty days after service of such no- 
tice unless a later date is set by the agency at the re- 
quest of the bank. Unless the bank shall appear at the 
hearing by a duly authorized representative, it shall be 
deemed to have consented to the issuance of the cease- 
and-desist order. In the event of such consent, or if upon 
the record made at any such hearing, the agency shall 
find that any violation or unsafe or unsound practice 
specified in the notice of charges has been established, 
the agency shall issue and serve upon the bank an order 
to cease and desist from any such violation or prac- 
tice. Such order may, by provisions which may be man- 
datory or otherwise, require the bank and its directors, 
officers, employees, and agents to cease and desist from 
the same, and, further, to take affirmative action te 
correct the conditions resulting from any such violation 
or practice. 

“(2) A cease-and-desist order shall become effective 
at the expiration of thirty days after the service of such 
order upon the bank concerned (except in the case of a 
cease-and-desist order issued upon consent, which shall 
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become effective at the time specified therein), and shall 
remain effective and enforceable as provided therein, 
except to such extent as it is stayed, modified, termi- 
nated, or set aside by action of the agency or a reviewing 
court. 

‘““(c)(1) Whenever the appropriate Federal banking 
agency shall determine that the violation or threatened 
violation of law, rules, or regulations, or the unsafe or 
unsound practice or practices, specified in the notice of 
charges served upon the bank pursuant to paragraph 
(1) of subsection (b) of this section, or the continua- 
tion thereof, could cause insolvency or substantial dis- 
sipation of assets or earnings of the bank, or could 
otherwise seriously prejudice the interests of its depos- 
itors, the agency may issue a temporary order requiring 
the bank to cease and desist from any such violation or 
practice. Such order shall become effective upon service 
upon the bank and, unless set aside, limited, or sus- 
pended by a court in proceedings authorized by para- 
graph (2) of this subsection, shall remain effective and 
enforceable pending the completion of the administra- 
tive proceedings pursuant to such notice and until such 
time as the agency shall dismiss the charges specified in 
such notice, or if a cease-and-desist order is issued 
against the bank, until the effective date of any such 
order. 

“(2) Within ten days after the bank concerned has 
been served with a temporary cease-and-desist order, 
the bank may apply to the United States district court 
for the judicial district in which the home office of the 
bank is located, or the United States District Court for 
the District of Columbia, for an injunction setting 
aside, limiting, or suspending the enforcement, opera- 
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tion, or effectiveness of such order pending the com- 
pletion of the administrative proceedings pursuant to 
the notice of charges served upon the bank under para- 
graph (1) of subsection (b) of this section, and such 
court shall have jurisdiction to issue such injunction. 


“(d) In the case of violation or threatened violation 
of, or failure to obey, a temporary cease-and-desist 
order issued pursuant to paragraph (1) of subsection 
(c) of this section, the appropriate Federal banking 
agency may apply to the United States District Court, 
or the United States court of any territory, within the 
jurisdiction of which the home office of the bank 1s lo- 
cated, for an injunction to enforce such order, and, if 
the court shall determine that there has been such vio- 
lation or threatened violation or failure to obey, it shall 
be the duty of the court to issue such injunction. 

“(e)(1L) Whenever, in the opinion of the appropriate 
Federal banking agency. any director or officer of an 
insured bank has committed any violation of law, rule, 
or regulation, or of a cease-and-desist order which has 
become final, or has engaged or praticipated in any un- 
safe or unsound practice in connection with the bank, 
or has committed or engaged in any act, omission, or 
practice which constitutes a breach of his fiduciary 
duty as such director or officer, and the agency deter- 
mines that the bank has suffered or will probably suffer 
substantial financial loss or other damage or that the 
interests of its depositors could be seriously prejudiced 
by reason of such violation or practice or breach of 
fiduciary duty, the agency may serve upon such di- 
rector or officer a written notice of its intention to re- 
move him from office. 
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“(2) Whenever, in the opinion of the appropriate 
Federal banking agency, any director or officer of an 
insured bank, by conduct or practice with respect to 
another insured bank or other business institution which 
resulted in substantial financial loss or other damage, 
has evidenced his general unfitness to continue as a 
director or officer and, whenever, in the opinion of the 
appropriate Federal banking agency, any other person 
participation in the conduct of the affairs of an insured 
bank, by conduct or practice with respect to such bank 
or other insured bank or other business institution 
which resulted in substantial financial loss or other dam- 
age, has evidenced his general unfitness to participate in 
the conduct of the affairs of such insured bank, the 
agency may serve upon such director, officer, or other 
person a written notice of its intention to remove him 
from office and/or to prohibit his further participa- 
tion in any manner in the conduct of the affairs of the 
bank. 

“(3) In respect to any director or officer of an in- 
sured bank or any other person referred to in subsec- 
tions (e)(1) or (e)(2), the appropriate Federal agency 
may, if it deems it necessary for the protection of the 
bank or the interests of its depositors, by written notice 
to such effect served upon such director, officer, or 
other person, suspend him from office and/or prohibit 
him from further participation in any manner in the 
conduct of the affairs of the bank. Such suspension 
and/or prohibition shall become effective upon service 
of such notice and, unless stayed by a court in proceed- 
ings authorized by subsection ({) of this section, shall 
remain in effect until terminated or set aside by the 
agency. Copies of any such notice shall also be served 
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upon the bank of which he is a director or officer or in 
the conduct of whose affairs he has participated. 


(4) A notice of intention to remove a director, of- 
ficer, or other person from office and/or to prohibit 
his participation in the conduct of the affairs of an in- 
sured bank, shall contain a statement of the facts con- 
stituting grounds therefor, and shall fix a time and 
place at which a hearing will be held thereon. Such 
hearing shall be fixed for a date not earlier than thirty 
days nor later than sixty days after the date of serv- 
ice of such notice, unless a later date is set by the agency 
at the request of (A) such director or officer or other 
person, and for good cause shown, or (B) the Attorney 
General of the United States. Unless such director, of- 
ficer, or other person shall appear at the hearing in per- 
son or by a duly authorized representative, he shall be 
deemed to have consented to the issuance of an order of 
such removal and/or prohibition. In the event of such 
consent, or if upon the record made at any such hearing 
the agency shall find that any of the grounds specified 
in such notice has been established, the agency shall is- 
sue such orders of suspension or removal from office, 
and/or prohibition from participation in the conduct 
of the affairs of the bank, as it may deem appropriate. 
Any such order shall become effective at the expiration 
of thirty days after service upon such bank and the di- 
rector, officer, or other person concerned (except in 
the case of an order issued upon consent, which shall 
become effective at the time specified therein). Such 
order shall remain effective and enforceable except to 
such extent as it is stayed, modified, terminated, or set 
aside by action of the agency or a reviewing court. 
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“(f£) Within ten days after a director, officer, or 
other person has been suspended from office and/or 
prohibited from participation in the conduct of the af- 
fairs of an insured bank under subsection (e)(3) of 
this section, such director, officer, or other person may 
apply to the United States district court for the judicial 
district in which the home office of the bank is 
located, or the United States District Court for the 
District of Columbia, for a stay of such suspension 
and/or prohibition pending the completion of the ad- 
ministrative proceedings pursuant to the notice served 
upon such director, officer, or other person under sub- 
Scemoncon e)( 1) or (e)(2) ot this section, and such 
court shall have jurisdiction to stay such suspension and/ 
or prohibition. 


“(g¢)(1) Whenever any director or officer of an in- 
sured bank, or other person participating in the conduct 
of the affairs of such bank, is charged in any informa- 
tion or indictment, or complaint authorized by a United 
States Attorney, with the commission of or participa- 
tion in a felony involving dishonesty or breach of trust, 
the appropriate Federal banking agency may, by written 
notice served upon such director, officer, or other per- 
son suspend him from office and/or prohibit him from 
further participation in any manner in the conduct of 
the affairs of the bank. A copy of such notice shall also 
be served upon the bank. Such suspension and/or pro- 
hibition shall remain in effect until such information, in- 
dictment, or complaint is finally disposed of. In the 
event that a judgment of conviction with respect to 
such offense is entered against such director. officer, 
or other person, and at such time as such judgnient is 
not subject to further appellate review. the agency shall 
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issue and serve upon such director, officer, or other per- 
son an order removing him from office and/or pro- 
hibiting him from further participation in any manner 
in the conduct of the affairs of the bank. A copy of such 
order shall be served upon such bank, whereupon such 
director or officer shall cease to be a director or officer 
of such bank. A finding of not guilty or other disposi- 
tion of the charge shall not preclude the agency from 
thereafter instituting proceedings to remove such di- 
rector, officer, or Other person irom office andy@maio 
prohibit further participation in bank affairs, pursuant 
to paragraphs (1) or (2) of subsection (e) of this sec- 
tion. 


“(2) If at any time, because of the suspension of one 
or more directors pursuant to this section, there shall 
be on the board of directors of a national bank less 
than a quorum of directors not so suspended, all powers 
and functions vested in or exercisable by such board 
shall vest in and be exercisable by the director or direc- 
tors on the board not so suspended, until such time as 
there shall be a quorum of the board of directors. In the 
event all of the directors of a national bank are suspend- 
ed pursuant to this section, the Comptroller of the Cur- 
rency shall appoint persons to serve temporarily as di- 
rectors in their place and stead pending the termination 
of such suspensions, or until such time as those who have 
been suspended cease to be directors of the bank and 
their respective successors take office. 


“(h)(1) Any hearing provided for in this section 
shall be held in the Federal judicial district or in the 
territory in which the home office of the bank is located 
unless the party afforded the hearing consents to an- 
other place, and shall be conducted in accordance with 
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the provisions of the Administrative Procedure Act; 
but such hearing shall be private, unless otherwise or- 
dered for good cause found. After such hearing, and 
within ninety days after the appropriate Federal bank- 
ing agency has notified the parties that the case has 
been submitted to it for final decision, the agency shall 
render its decision (which include findings of fact 
upon which its decision is predicated) and shall issue 
and serve upon each party to the proceeding an order 
or orders consistent with the provisions of this sec- 
tion. Judicial review of any such order shall be exclu- 
sively as provided in this subsection (h). Unless a 
petition for review is timely filed in a court of appeals 
of the United States, as hereinafter provided in para- 
graph (2) of this subsection, and thereafter until the 
record in the proceeding has been filed as so provided, 
the agency may at any time, upon the notice and in such 
manner as it shall deem proper, modify, terminate, or 
set aside any such order. Upon such filing of the record 
the agency may modify, terminate, or set aside any such 
order with permission of the court. 


(2) Any party to the proceeding, or any person re- 
quired by an order issued under this section to cease 
and desist from any of the violations or practices stated 
therein, may obtain a review of any order served pur- 
suant to paragraph (1) of this subsection (other than 
an order issued with the consent of the bank or the di- 
rector or officer or other person concerned or an order 
issued under paragraph (1) of subsection (g) of this 
section) by filing in the court of appeals of the United 
States for the circuit in which the home office of the 
bank is located. or in the United States Court of Ap- 
peals for the District of Columbia Circuit, within 
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thirty days after the date of service of such order, a 
written petition praying that the order of the agency be 
modified, terminated, or set aside. A copy of such peti- 
tion shall be forthwith transmitted by the clerk of the 
court to the agency, and thereupon the agency shall 
file in the court the record in the proceeding, as pro- 
vided in section 2112 of title 28 of the United ea. 
Code. Upon the filing of such petition, such court 
shall have jurisdiction, which upon the filing of the 
record shall except as provided in the last sentence of 
said paragraph (1) be exclusive, to affirm, modify, 
terminate, or set aside, in whole or in part, the order 
of the agency. Review of such proceedings shall be had 
as provided in the Administrative Procedure Act. The 
judgment and decree of the court shall be final, except 
that the same shall be subject to review by the Supreme 
Court upon certiorari, as provided in section 1254 of 
title 28 of the United States Code. 


“(3) The commencement of proceedings for judicial 
review under paragraph (2) of this subsection shall not, 
unless specifically ordered by the court, operate as a 
stay of any order issued by the agency. 


“(i) The appropriate Federal banking agency may in 
its discretion apply to the United States district court, 
or the United States court of any territory, within the 
jurisdiction of which the home office of the bank is lo- 
cated, for the enforcement of any effective and out- 
standing order issued by the agency under this section, 
and such courts shall have jurisdiction and power to 
order and require compliance therewith; but except as 
otherwise provided in this section no court shall have 
jurisdiction to affect by injunction or otherwise the 
issuance or enforcement of any notice or order under 
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this section, or to review, modify, suspend, terminate or 
set aside any notice or order. 


‘“(G) Any director or officer, or former director or 
officer, of an insured bank or bank which has insured 
deposits, or any other person, against whom there is 
outstanding and effective any notice or order (which is 
an order which has become final) served upon such 
director, officer, or other person under subsections (e) 
(ne te) (4), or (g)1) or tls section, and who (G) 
participates in any manner in the conduct of the affairs 
of such bank, or directly or indirectly solicits or pro- 
cures, or transfers or attempts to transfer, or votes or 
attempts to vote, any proxies, consents, or authoriza- 
tions in respect of any voting rights in such bank, or 
(41) without the prior written approval of the appropri- 
ate Federal banking agency, votes for a director, serves 
or acts as a director, officer, or employee of any bank, 
shall upon conviction be fined not more than $5,000 or 
imprisoned for not more than one year, or both. 


“(k)(1) As used in this subsection (1) the terms 
‘cease-and-desist order which has become final’ and ‘or- 
der which has become final’ mean a cease-and-desist 
order, or an order, issued by the appropriate Federal 
banking agency with the consent of the bank or the di- 
rector or officer or other person concerned, or with re- 
spect to which no petition for review of the action of 
the agency has been filed and perfected in a court of ap- 
peals as specified in paragraph (2) of subsection (h). 
or with respect to which the action of the court in which 
said petition is so filed is not subject to further review 
of the Supreme Court of the United States in proceed- 
ings provided for in said paragraph, or an order issued 
under paragraph (1) of subsection (g) of this section, 
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(2) the term ‘violation’ includes without limitation any 
action (alone or with another or others) for or toward 
causing, bringing about, participating in, counseling, or 
aiding or abetting a violation. 

“(1) Any service required or authorized to be made 
by the appropriate Federal banking agency under this 
section may be made by registered mail, or in such other 
manner reasonably calculated to give actual notice as 
the agency may by regulation or otherwise provide. 
Copies of any notice or order served by the agency upon 
any institution or any director or officer thereof, pur- 
suant to the provisions of this section, shall also be sent 
to the appropriate State supervisory authority. 


“(m) In connection with any action under this sec- 
tion involving a State bank the appropriate Federal 
banking agency shall, to the extent compatible with the 
public interest, consult with the appropriate State super- 
visory authority and proceed with due regard for what- 
ever power and intent such authority may have to ef- 
fect the necessary corrective action. 


‘“(n) In the course of or in connection with any pro- 
ceeding under this section, the appropriate Federal bank- 
ing agency, or any member or designated representative 
thereof, including any person designated to conduct any 
hearing under this section, shall have the power to ad- 
nunister oaths and affirmations, to take or cause to be 
taken depositions, and to issue, revoke, quash, or modify 
subpenas and subpenas duces tecum; and such agency is 
empowered to make rules and regulations with respect to 
any such proceedings. The attendance of witnesses and 
the production of documents provided for in this sub- 
section may be required from any place in any State 
or in any Territory or other place subject to the juris- 
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diction of the United States at any designated place 
where such proceeding is being conducted. Any party 
to proceedings under this section may apply to the 
United States District Court for the District of Colum- 
bia, or the United States district court for the judicial 
district or the United States court in any Territory 
in which such proceeding is being conducted or where 
the witness resides or carries on business, for en- 
forcement of any subpena or subpena duces tecum 
issued pursuant to this subsection, and such courts shall 
have jurisdiction and power to order and require com- 
pliance therewith. Witnesses subpenaed under this sec- 
tion shall be paid the same fees and mileage that are 
paid witnesses in the district courts of the United 
States. 


Section 203. Subsections (b) and (c) of section 10 
of the Federal Deposit Insurance Act, as amended (12 
Wiese 156201 b)) (c) ), are amended to read as follows: 


‘“(b) The Board of Directors shall appoint exam- 
iners who shall have power, on behalf of the Corpora- 
tion, to examine any insured State nonmember bank 
(except a District bank), any State nonmember bank 
making application to become an insured bank, and any 
closed insured bank, whenever in the judgment of the 
Board of Directors an examination of the bank is nec- 
essary. In addition to the examinations provided for in 
the preceding sentence, such examiners shall have like 
power to make a special examination of any state mem- 
ber bank and any national bank or District bank, when- 
ever in the judgment of the Board of Directors such 
special examination is necessary to determine the condi- 
tion of any such bank for insurance purposes. In 
making examinations of insured banks, examiners ap- 
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pointed by the Corporation shall have power on behalf 
of the Corporation, to make such examinations of the 
affairs of all affiliates of such banks as shall be neces- 
sary to disclose fully the relations between such banks 
and their affiliates and the effect of such relations upon 
such banks. Each examiner shall have power to make a 
thorough examination of all of the affairs of the bank 
and its affiliates, and shall make a full and detailed 
report of the condition of the bank to the Corporation. 
The Board of Directors in like manner shall appoint 
claim agents who shall have power to investigate and 
examine all claims for insured deposits. Each claim 
agent shall have power to administer oaths and affirma- 
tions and to examine and to take and preserve testi- 
mony under oath as to any matter in respect to claims 
for insured deposits, and to issue subpenas and sub- 
penas duces tecum, and, for the enforcement thereof, ‘to 
apply to the United States district court for the judicial 
district or the United States court in any Territory in 
which the main office of the bank or affiliate thereof is 
located, or in which the witness resides or carries on 
business. Such courts shall have jurisdiction and power 
to order and require compliance with any such subpena. 


“(c) In connection with examinations of insured 
banks, and affiliates thereof, the appropriate Federal 
banking agency, or its designated representatives, shall 
have the power to administer oaths and affirmations 
and to examine and to take and preserve testimony 
under oath as to any matter in respect of the affairs or 
ownership or any such bank or affiliate thereof, and to 
issue subpenas and subpenas duces tecum, and, for the 
enforcement thereof, to apply to the United States dis- 
trict court for the judicial district or the United States 
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court in any Territory in which the main office of 
the bank or affiliate thereof is located, or in which the 
witness resides or carries on business. Such courts shall 
have jurisdiction and power to order and require compli- 
ance with any such subpena. For purposes of this sec- 
tion, the term ‘affiliate’ shall have the same meaning as 
where used in section 2(b) of the Banking Act of 
Sy aceamended (12 U5 ©) 221a) except that the 
term ‘member bank’ in said section 2(b) shall be 
deemed to refer to an insured bank.” 


Sec. 204. The first five sentences of section 8(a) of 
the Federal Deposit Insurance Act (12 U.S.C. 1818- 
(a)) are amended to read as follows: 


‘Sec. 8. (a) Any insured bank (except a national 
member bank or State member bank) may, upon not 
less than ninety days’ written notice to the Corporation, 
terminate its status as an insured bank. Whenever the 
Board of Directors shall find that an insured bank or 
its directors or trustees have engaged or are engaging 
in unsafe or unsound practices in conducting the busi- 
ness of such bank, or is in an unsafe or unsound condi- 
tion to continue operations as an insured bank, or vio- 
lated an applicable law, rule, regulation or order, or any 
condition imposed by the Corporation or any agreement 
entered into with the Corporation to which the insured 
bank is subject, the Board of Directors shall first give 
to the Comptroller of the Currency in the case of a na- 
tional bank or a District bank, to the authority having 
supervision of the bank in the case of a State bank, and 
to the Board of Governors of the Federal Reserve Sys- 
tem in the case of a State member bank, a statement 
with respect to such practices or violations for the pur- 
pose of securing the correction thereof and shall give a 
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copy thereof to the bank. Unless such correction shall 
be made within one hundred and twenty days, or such 
shorter period not less than twenty days fixed by 
the Corporation in any case where the Board of Direc- 
tors in its discretion has determined that the insurance 
risk of the Corporation is unduly jeopardized, or fixed 
by the Comptroller of the Currency in the case of a na- 
tional bank, or the State authority in the case of a State 
bank, or Board of Governors of the Federal Reserve 
System in the case of a State member bank as the case 
inay be, the Board of Directors, if it shall determine to 
proceed further, shall give to the bank not less than 
thirty days’ written notice of intention to terminate the 
status of the bank as an insured bank, and shall fix a 
time and place for a hearing before the Board of Direc- 
tors or before a person designated by it to conduct such 
hearing, at which evidence may be produced, and upon 
such evidence the Board of Directors shall make written 
findings which shall be conclusive. If the Board of Di- 
rectors shall find that any unsafe or unsound practice 
or condition or violation specified in such statement has 
been established and has not been corrected within the 
time above prescribed in which to make such corrections, 
the Board of Directors may order that the insured 
status of the bank be terminated on a date subsequent to 
such finding and to the expiration of the time specified 
in such notice of intention. Unless the bank shall appear 
at the hearing by a duly authorized representative, it 
shall be deemed to have consented to the termination of 
its status as an insured bank and termination of such 
status thereupon may be ordered. Any insured bank 
whose insured status has been terminated by order of 
the Board of Directors under this subsection shall have 
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the right of judicial review of such order only to the 
sate extent as provided for the review of orders under 
subsection (h) of this section.” 


Sec. 205. Subsection “Fourth” of section 9 of the 
Federal Deposit Insurance Act (12 U.S.C. 1819 
Fourth’) is amended to read as follows: 

“Fourth. To sue and be sued, complain and defend, 
in any court of law or equity, State or Federal. All suits 
of a civil nature at common law or in equity to which 
the Corporation shall be a party shall be deemed to arise 
under the laws of the United States, and the United 
States district courts shall have original jurisdiction 
thereof, without regard to the amount in controversy; 
and the Corporation may, without bond or security, re- 
move any such action, suit, or proceeding from a State 
court to the United States district court for the district 
or division embracing the place where the same is pend- 
ing by following any procedure for removal now or 
hereafter in effect: Provided, That any such suit to 
which the Corporation is a party in its capacity as re- 
ceiver of a State bank and which involves only the 
rights or obligations of depositors, creditors, stockhold- 
ers, and such State bank under State law shall not be 
deemed to arise under the laws of the United States. No 
attachment or execution shall be issued against the Cor- 
poration or its property before final judgment in any 
suit, action, or proceeding in any State, county, munici- 
pal, or United States court. The Board of Directors 
shall designate an agent upon whom service of process 
may be made in any State, Territory, or jurisdiction in 
which any insured bank is located.” 


Sec. 206. Section 30 of the Federal Reserve Act, as 
amended, (12 U.S.C. 77) is hereby repealed. 


